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THE OUTLOOK 


Liquidation in Commodities—The Federal Board’s Policy—Turn in Money Past—The Business 
and Market Prospect 


stocks have continued strong and fairly active, but with 

a good deal of irregularity and uncertainty in the in- 
dustrial section of the list. Bonds have benefited chiefly 
from the turn in the money outlook, and railroad stocks from 
the new rate conditions, while lower prices for many commodi- 
ties have naturally had an adverse influence on the indus- 
trials. It should not be forgotten that higher railroad rates 
mean, in a broad way, higher expenses for most industrial 
companies, which must pay the new rates. 


ike markets for all classes of bonds and for railroad 
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HILE more noise is now being made 


about falling commodity prices, the 
recent developments, as readers of this pub- 
lication are well aware, represent merely a 
continuation of a liquidating process which began months ago. 
The further this liquidation progresses the nearer we are to 
the end of it; nevertheless it cannot yet be said that the end 
is definitely in sight. 

Beginning last spring with wool, silk, rubber and coffee, 
this liquidation has spread to sugar, grain, cotton, leather, 
some of the metals, and the great number of articles whose 
prices are dependent upon the fundamental materials. Be- 
cause of the great prosperity of the motor industry, as well 
as its importance in our trade structure, the recent price cuts 
by two large automobile companies and one small one have 
attracted wide attention. Wall Street has been predicting this 
for six months or more, while most trade authorities have as- 
serted that Wall Street was all wrong. But it cannot yet be 
claimed that Wall Street’s case has been fully proved, for 
many of the leading manufacturers of motors are still so far 


FALL IN 
COMMODITY 
PRICES 
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ahead and have apparently no idea of reducing prices at 
the present or in the immediate future. 

There can be no doubt that profits in this industry have 
been large enough so that the principal companies can make 
But that is not true 
It may 


a fair living on a lower scale of prices. 
of some of the smaller, newer and weaker companies. 
be surmised that the next few years will see casualties among 
these small companies, having a relatively small profit margin. 
Some of the higher priced assembled cars, having a better 
margin of profit, may be able to hold their own, but the 
tendency in this industry will be toward concentration into 
the self-sufficient plants, where a higher efficiency and better 
co-ordination are possible. 
* 8 & 


ISCRIMINATION by banks in the 
making of loans, under the advice 
and leadership of the Federal Banks, has 
been a feature of the present financial situ- 
ation to a far greater extent than ever before. The banks 
look askance at the concerns which have large inventories of 
high-priced materials; at builders planning extensive opera- 
tions on high materials and costly, inefficient labor; at all 
speculative operations beginning on a basis of prices already 
much inflated; and at loans for the purchase of luxuries at a 
time when greater production of necessities is essential. 
Doubtless this policy of discrimination has resulted in oc- 
casional hardships to borrowers; but in the main it has worked 
decidedly better for the interests of the country as a whole 
than a policy of uniform increase of money rates to a still 
higher level would have worked. All of us have a clear 
recollection of what happened in the fall of 1907, when dis- 
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crimination in making loans was impossible because of an 
absolute lack of loanable funds. Our methods of handling 
such problems have been vastly improved in the last decade, 
and better still, we are now in a position to make a great 
further improvement as the Federal Board’s management be- 
comes ‘standardized and perfected. A new system of such 
broad scope and novelty could not be expected to function 
perfectly from the start, especially in the confusion and com- 
plication of war. 
a 

HE Federal Board is to be congrat- 

ulated upon its measure of success 
under unexpected difficulties. The next 
step in its development should be the adop- 
tion of a firmer and more definitive policy. Its powers are 
tremendous—far greater, as we have said several times, than 
those of the President. It has the authority to exercise a 
degree of control over business, through the money and capital 
market, which can make or break 


A FIRM 
HAND 
NEEDED 


plied to the extent that those countries are able to pay for the 
goods to fill the gap, or to obtain credit for the purpose. 

As we have several times shown, this “balance” must pass 
to the import side—our imports must exceed our exports— if 
Europe is to repay to us the interest on the big loans we have 
made her, not to mention the return of the principal. The 
only way this interest can be paid is in goods, and the amount 
of the interest due annually will be sufficient to overcome the 
various items—such as ocean freights, expenditures of our 
tourists abroad, etc.—which are to be reckoned on the other 
side of the account. 

es 8 *& 
HE natural course of things after a 
liquidating period in trades is as fol- 
lows: 


(1) Money rates fall and bond prices 


BUSINESS 
OUTLOOK 


rise simultaneously. 
(2) The general average of the stock market touches 
bottom at about the same time as the 





turn in money and bonds, but the rise 





American industry. 

And since the Board has this 
power, it must be wisely and temper- 
ately exercised. An effort to shirk 
the responsibility would be suicidal. 
It is the business of the Board to do 
what industry itself can never do, 
namely, to check speculative expan- 
sion with a firm hand before it reaches 
the point of drawing capital away 
from the more essential business en- 


iterprises. 
* 8% #& 


T is because of the 
policy of discrimina- 
tion in making loans fol- 
lowed by the banks, 
that the worst of our money pinch this 
year came early at a favorable season, 
instead of being concentrated, as for- 
merly, in the crop-moving period. 
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JACOB H. SCHIFF 
1847-1920 


N_ Saturday,—September 25, 
1920, Jacob H. Schiff was 
called from his worldly labors. 
The suddenness of the event makes 
it difficult te realize that he is no 
longer in our midst, or to express 
our feelings in adequate terms. 
With philanthropy, finance, and 
noble deeds the name of Schiff will 
always be closely interwoven. His 
loss will be mourned, not only by 
his race—of which .he was the 
leader—but by all sects throughout 
the world. His powerful influence 
for the good of humanity was ex- 
erted regardless of creed or color. 
As a distinguished patron and 
valued friend, his help was an in- 
spiration to us. We feel the loss of ~ 
Jacob H. Schiff very intimately. 
THE MAGAZINE OF WALL ST. 


is slower in stocks and may be pre- 
ceded by a period of dullness. 

(3) Business liquidation continues 
for a short time longer, after bonds 
and stocks have turned, and the end 
of liquidation is followed by some 
months of dullness before any revival 
of activity becomes noticeable. 

It is probable, therefore, that the 
heaviest of the business liquidation is 
now past. There will be some further 
cleaning up to be done this year, with 
a further decline of commodity prices 
and perhaps a moderate increase in 
failures over the turn of the year, but 
the spring should bring a turn toward 
more active business conditiuns. 

* 

—_ HE outlook for 
MARKET bonds and railroad 
PROSPECT stocks continues satisfac- 














We are perhaps not quite out of the 
‘woods yet, as corn, our big crop, 
is still to come to market; but the bank statements of the 
last few weeks show clearly that the worst is over. The 
reserve ratio will not fall to the danger point and rediscount 
rates will not have to go any higher than at present. And by 
the end of this year the money situation will be a back number 
as a cause of solicitude. 

This does not mean, of course, that the price of capital 
will become really cheap. The bond market has embarked 
upon an upward course which, we believe, will continue, with 
the usual interruptions, for years. But such a draft upon our 
supplies of capital as was made by the war cannot be made 
good in a few months a year. _It is a gradual process. 

* 8 & 


HE fall of the August excess of ex- 
FOREIGN 


TRADE 


SMALLER shows that in this respect at any rate we 


are back to the pre-war normal. The most 
urgent necessities of foreign countries have evidently been sup- 
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ports over imports to $65,000,000: 


tory. Some of the low- 
priced rails have probably been bulled about enough for the 
present, but we do not anticipate anything more than normal 
reactions and expect the general trend of rail prices to continue 
upward. But it must be remembered that discrimination is 
necessary, since the prospects of different roads vary widely. 

Oil stocks also show a good tone and we do not expect any 
serious weakness in that department of the market. The in- 
dustrials in general are in a doubtful position and we do not 
consider them attractive from the investment standpoint until 
business liquidation has proceeded further. 

Unfilled tonnage of the steel companies is likely to fall of 
for some months, partly because of better movement of rail- 
road traffic and partly because of smaller orders and cancella- 
tions. U. S. Steel may be able to maintain present prices for 
its products, but the premiums which have been charged by the 
independents are likely to disappear and their fourth quarter 
earnings will probably show decreases from previous quarters. 

Tuesday, Sept. 28, 1920. 
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What the Federal Board Can and Cannot Do 


General Misunderstanding Still of the Board’s Powers and Limitations—Member Banks 
Should Use Own Discretion in Dealings With Clients 


By W. P. G. HARDING, Governor, Federal Reserve Board 


OTWITHSTANDING the publicity 
already given to the operations of 
the Federal Reserve System and the 


efforts made to explain the prin- 
ciples and objects of the Fed- 
eral Reserve Act, there is still 
widespread misunderstanding of 
the functions, policies, powers 
and limitations of the Federal 
Reserve banks and the Federal 
Reserve Board. Under the cir- 
cumstances it seems best once 
more to enlarge upon: these mat- 
ters for the Federal Reserve 
system is now passing through 
a crucial period of its existence. 

The experience of the last 
four years has demonstrated the 
expansive power of the system; 
but an elastic system of Federal 
Reserve Bank credit and note 
issue implies capacity to control 
and power to curtail as well as 
to expand. The ability of the 
system to check undue expansion 
and to induce normal and 


healthy liquidation is still on 
trial. 

Figures can be adduced to 
show that there has been no re- 
striction in the Federal Reserve 
system of credit but rather that 


there has been an unusually large 
expansion of credit. But it is 
now and then said that exception 
can be taken to the discount 
rates prevailing in the Federal 
Reserve banks. 

The percentage of profits as 
related to paid-in capital of the 
Federal Reserve banks also is 
often criticized by some people. 


Where Reserve Board Earnings 


From 


As in the case with other 
banks, the earnings of the Fed- 
eral Reserve banks are derived 
chiefly from their interest on 
loans and rate of discount. Be- 
cause of their high earnings it 
has been contended that these 
discount rates should be re- 
duced. 

While the Federal Reserve 
banks are not organized for the 
purpose of profit, their present 
high rate of earnings is un- 
avoidable and would not be 
made less by any reduction in 
the discount rate which, if ef- 
fected, would merely attract a 
larger volume of rediscounts 
and involve a reduction in re- 
serve, perhaps near to the legal 
minimum. 

The law permits the Federal 
Reserve banks to retain out of 
their net earnings for distribu- 
tion to their stock holding 
member banks an amount equal 
to 6 per cent of their 
paid-in capital stock. The 
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Come 


remainder of the earnings goes to the 
government indirectly as additions to sur- 
plus or directly as a franchise tax. Next 


Photo by Underwood & Underwood. 
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January large payments will be made to 
the treasury of the United States by the 
Federal Reserve banks and the payments 














RESOURCES AND LIABILITIES OF FEDERAL RESERVE BANKS 
Aug. 30,1918 Aug. 29,1919 Aug. 27, 1920 
$2,013,794,000 $2,066,788,000 $1,971,825,000 

53,168,000 69,188,000 156,002,000 
$2,066,962,000 $2,135,976,000 $2,127,827,000 





Total Gold Reserves. 
Legal Tender Notes, 
Silver, etc. 





Total Cash Reserves. 
Bills discounted se- 
cured by Govern- 
ment War Obliga- 
tions 896,333,000 
All others 531,862,000 205,838,000  1,352,297,000 


Bills bought in open 
market 232,603,000 363,138,000 821,965,008 
$1,660,798,000 $2,178,272,000 $2,989,092,000 


1,609,296,000 1,314,830,000 





Total bills on hand. 
Long-Term Securities 
(United States Gov- 
ernment Bonds).. 
Victory Notes 
Treasury Certificates 
of Indebtedness .. 


30,350,000 27,096,000 26,810,000 


198,000 69,000 

25,772,000 243,411,000 273,701,000 
67,000 

Total earning assets. $1,716,987,000 $2,448,977,000 $3,289,672,000 


Government deposits. 104,729,000 54,494,000 43,510,000 
Due to Member 





1,729,950, 000 
2,580, 629,000 
_ 219,815,000 


1,818,502,000 
3,203, 637,000 
200,793,000 














can be used by the secretary of the treas- 
ury to supplement the gold reserve held 
against outstanding United States notes 


or it can be applied to the re- 
duction of the outstanding bond- 
ed indebtedness of the nation. 


Explanation of Discount Rates 


The discount rates of the Fed- 
eral Reserve banks are estab- 
lished from time to time by the 
directors of the bank subject to 
the review and determination of 
the Federal Reserve Board. The 
law provides that these rates 
shall be fixed with a view to “ac- 
commodating commerce and 
business.” 

The demand for credit is 
world wide. Nearly $25,000,- 
000,000 of Liberty bonds, Vic- 
tory bonds and treasury certifi- 
cates are outstanding. Promis- 
sory notes secured by these 
bonds or notes are eligible for 
discount at the Federal Reserve 
banks, A very low rate of in- 
terest by them would attract 
heavy offerings of paper secured 
by these obligations, the pro- 
ceeds of which could be used for 
any purpose; the result would 
be that pressure on member 
banks for loans of this character 
would be greatly increased and 
the lending power of the Fed- 
eral Reserve banks absorbed by 
non-liquid loans in a very short 
time. 

As a consequence the Federal 
Reserve banks would lose their 
ability to “accommodate business 


and commerce.” 
A thorough test has been made of the 
theory that the credit situation could be 


controlled without advancing 
discount rates but it was found 
that control could not be found- 
ed upon reason alone. So long 
as the customers of banks were 
aware that the member banks 
with which they dealt could 
loan money to them and dis- 
count with the Federal Reserve 
banks at a profit it was difficult 
for member banks to refuse the 
accommodations asked; much 
more so, in fact, than if banks 
could point out to would-be 
borrowers that they could only 
discount with the Federal Re- 
serve banks on even terms or 
at a loss. 

The interest rates of the 
bank of England and of other 
central banks are higher than 
the current market rates. That 
of the bank of England is 7 
per cent while the current rates 
in London range from 6% to 
634%. In the last analysis, 
interest rates are governed by 

(Continued on page 771) 


741 





The Crisis in America’s Foreign Trade 


Instability of Rates Chief Obstacle to International Trade—Why “Artificial” Remedies Must 
Be Ineffective—Immediate Outlook Not Promising 


By HENRY PARKER WILLIS, Professor of Banking in Columbia University 


O subject bearing upon American eco- 
nomic conditions is more important 
at the present time than that of the 

foreign trade. Our foreign trade is now 
declining and the question how far the 
shrinkage will go is fundamentally sig- 
nificant, not only to the concern which 
is manufacturing for export but also to 
the rank and file of the community. 

There is. little doubt that one reason 
for high prices at home during the past 
few years has been the enormous extent 
of our export trade, which drew off com- 
modities, and instead of resulting in im- 
portations to correspond, only brought 
back to this country a volume of securi- 
ties or claims. On the other hand, as is 
well known, the maintenance of a sub- 
stantial export trade is of great signifi- 
cance to the nation because of its influence 
in keeping prices stable, preventing over- 
supply in individual lines and thus pre- 
serving a kind of general balance between 
production and consumption. 

The foreign exchanges, as every one 
knows, have been profoundly disturbed 
ever since the beginning of the European 
war and there is more than a little reason 
to believe that the interval of stability 
which with some of them resulted from 
artificial stabilization or “pegging,” tended 
to make fluctuation more violent after 
the suspension of government control. 


Our Outstanding Claims 


This situation would be highly signifi- 
cant in and of itself, but it derives an 
additional importance from the fact that, 
at the present moment, there is an enor- 
mous outstanding indebtedness resulting 
from our shipments of goods abroad. 
Between November 1, 1918, and Septem- 
ber 1, 1920, the balance in our favor on 
merchandise account alone was well over 
$6,000,000,000. During the same _ time 
there were granted by the Government 
public advances amounting in the aggre- 
gate to about $2,500,000,000. In the 
period referred to we purchased and ab- 
sorbed in this country probably about 
$650,000,000 of foreign government and 
private securities (new flotations). We 
further shipped abroad gold to the extent 
of $400,000,000 in excess of the amount 
sent us by other countries. 

The balance thus indicated would sug- 
gest that today there is owing to ws 
abroad some $3,000,000,000 to $3,500,000,- 
000, which is not represented by bonds 
or other paper evidencing long-term in- 
debtedness. 

It is perfectly true that the estimate 
just given does not include any allow- 
ance for shipping freights, the investment 
of American capital abroad, or for gov- 
ernment advances made through the 
transfer of commodities formerly belong- 
ing to the Army. Just how far these 
elements would affect the balance of in- 
debtedness as already indicated, there may 
be difference of opinion.. Some of the 
items, however, are creditor, while others 
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are debtor, and there would seem to be 
good warrant for the belief that their in- 
clusion would not very profoundly affect 
the estimate already given. 

If it be true that anything like $3,500,- 
000,000 is now owed to this country by 
foreign banks, corporations and individ- 
uals on current account, the situation is 
one of decided seriousness. Even when 
we make allowance for the fact that at 
tne time of the armistice there were still 
outstanding large balances which were due 
to foreign countries as a result of the 
credits opened by the Government, so 
that allowance must be made for a con- 
siderable reduction in the figure already 
stated in order to obtain the actual net 
current balance owing us, it remains a 
fact that this balance is enormously 
greater than anything that was normal 
before the war. We clearly cannot go on 
selling goods upon the basis that has ex- 








ENRY WILLIS, writer of the 
eb timely article on 

our foreign trade crisis, in ad- 
dition to his activities as Professor 
of Banking in Columbia University, 
is Director of the Division of Anal- 
ysis & Research of the Federal Re- 
serve Board and Editor of the New 
York Journal of Commerce. He is 
the author of a number of important 
works, including “The Federal Re- 
serve” and “American Banking” and 
has written many special articles, 
several of which have been published 
in past issues of THE MAGAZINE OF 
WaALt STREET. 




















isted heretofore and taking, in return for 
our exports, balances on the books of 
foreign banks or merely open-account 
claims, 

A way must be found to fund the in- 
debtedness or else it will constitute a 
continuous menace to the stability of 
exchange. The effect of such a menace 
is naturally that of throwing upon the 
market from time to time quantities of 
foreign currency or claims, with the re- 
sult that exchanges may be artificially 
depressed even at a time when the bal- 
ances on current account would not be 
sufficient to cause disturbance. 


Effect of Trade Instability 


Our trade has already suffered very 
severely from the depreciation of ex- 
change and the instability of quotations, 
but as between the two it is probable that 
the factor of instability has been the more 
serious. If exchange with foreign coun- 
tries would stabilize itself at some given 


level it would be possible to go on doing 
business without the constant danger of 
loss. This has not been true in any of 
the exchanges; and the more unstable a 
given foreign currency has been, the more 
hesitation have American business men 
felt about shipping goods to the country 


“whose standard of value was thus sub- 


ject to fluctuation. If there should be an 
increasing degree of instability or even 
of depreciation of the exchanges, we can 
hardly doubt that the effect upon Ameri- 
can foreign trade will be bad and that 
the reduction of exports which is now 
going on will be aggravated. 

Depressed foreign exchange—a low 
purchasing power for the foreign unit of 
currency in this country—is always 
hurtful to the growth of our export trade 
and for the time being gives the foreign 
producer a large competitive advantage in 
neutral markets. This must be expected 
to continue for a good while to come, but 
the instability of the exchanges may be 
offset or greatly modified if some plan 
of absorbing and funding the outstanding 
current indebtedness can be agreed upon. 
Lacking such a plan the outlook for for- 
eign trade, insofar as affected by ex- 
change fluctuations, is very unsatisfac- 
tory. 

It is undoubtedly true that foreign 
countries will have to avail themselves of 
our staples and raw materials, no matter 
how reluctant they may be to do so and 
no matter how expensive the staples 
themselves may be either as a result of 
high cost of production or in conse- 
quence of low rates of exchange, The 
case is quite different with manufacturers 
and in this branch of business the pros- 
pects of the export trade are affected in 
no small measure by the possibility of 
getting a greater degree of reliability in 
exchange quotations. 


Question of Placing Loans 


It is the instability of the exchange 
situation that has led to the practice of 
insisting that loans placed in the United 
States should be stated in terms of dol- 
lars. Practically all of the loans offered 
here: since the war have been so stated, 
while exporters have insisted upon being 
paid in dollars in a very considerable de- 
gree. This simply places upon the Amer- 
ican investor who is in the habit of buy- 
ing securities in terms of dollars the re- 
sponsibility of keeping up the trade by 
absorbing securities representing it, 

The League of Nations recently, in an 
investigation which it had made and 
the results of which have just been pub- 
lished, pointed to the uncertainty of 
foreign exchange as one of the principal 
obstacles to the placing of international 
loans and consequently to the selling of 
securities representing such loans. It was 
evidently the opinion of the League of 
Nations investigators that until there was 
a definite parity of exchange throughout 
the western world at least, it would not 
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be possible to get back to any stable basis 
of international trade, and until that time 
had been reached it would be difficult, if 
not impossible, to bring about any plan 
for the adjustment or payment of interna- 
tional indebtedness. 


Banking Reform Essential 


These conclusions were unquestionably 
sound and eventually go back to the ne- 
cessity of creating a better foundation for 
the banking systems of the different na- 
tions of the world. Inflation has con- 
tinued ever since the war and is greater 
today than at any time in the past. There 
has been little effort to cut down either 
the reliance of the Government upon in- 
flation or the tendency of the banks them- 
selves to expand their credit obligations 
is a matter of profit. The course of 
events in almost all European countries 
has been quite similar; and although Great 
Britain has been much more conservative 
than other European nations, it is, never- 
theless, true that even in England the 
zrowth of inflation in currency and hank 
leposits has been checked but little, if at 
all. 

The present situation, therefore, 
would seem to be that neither foreign 
countries nor we ourselves are making 
any definite attempt to obtain a better 
regime of currency and banking in 
Europe, while on the other hand we are 
approaching what may be called the 
saturation point in the large volume of 
bank credits which are being carried 
on our books. Soon, it would seem, 
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we shall have to decide in our own 
minds whether to see our export trade 
dwindle very materially or else to un- 
dertake some means of financing it on 
our own responsibility in such a way 
as to give European countries con- 
tinued supplies of necessary funds and 
thereby enable them to get back into a 
position to pay their international 
indebtedness. 


There are many people who contend 
that in this country we have been too 
reluctant and hesitant to admit the possi- 
bility of the recovery of Europe from its 
present condition and that we have, there- 
fore, gone very directly against our own 
interests in failing to supply funds more 
generously singe the armistice. There is 
some truth in this statement; but, as usual, 
the truth is diluted with error. It is not 
that we have furnished an insufficient 
supply of credit since the armistice. The 
fact that, as already shown, in the twenty- 
two months elapsing subsequent to that 
date we have granted credits without any 
security whatever amounting to a good 
deal over $3,000,000,000, while at the same 
time we have extended credits based on 
bonded indebtedness in a very similar 
amount, demonstrates that we have not 
been backward about financing the trade. 

The trouble is that we have shown but 
little discrimination in this financing and, 
in some cases at least, it would seem as 
if the advances we had made were unde- 
sirable and perhaps might better not 
have been made at all. In other cases we 
have “turned down” desirable proposi- 


tions, while in still others we have done 
financing that is of an indefensible de- 
scription, involving the use of bankers’ 
acceptances made for very long periods 
to pay for goods which really represented, 
properly speaking, a bond issue “proposi- 
tion.” 
Absence of Financial Leadership 

The time has come, not so much for 
enlarging our credits as for disposing of 
them with greater care and for putting 
them on a scientific basis which will en- 
able their recipients to meet them. We 
have not been niggardly so much as we 
have been lacking in a systematic policy, 
and this latter situation has been due to 
the absence of financial leadership and 
to the comparative paucity of institu- 
tions organized for the doing of foreign 
business. 

Such financial leadership might be af- 
forded by an organization of American 
bankers in which Reserve banks would 
perhaps play a leading, or at least an im- 
portant, part. The problem in applying 
such a plan of regulation or control 
would, of course, be that of making plain 
that the undertaking was essentially pri- 
vate and that governmental or public 
factors had little or no place in it. The 
policy of withdrawing from governmental 
control of business was inaugurated im- 
mediately after the armistice and has 
been very properly made to include finan- 
cial as well as industrial relationships 
Indeed, it was more important that it 
should apply to questions of finance than 
to questions of industry. How to find 
an alternative leadership for the adjust- 
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ment of our foreign relations and for 
the determining of the means which can 
be wisely and properly contributed to the 
restoration of Europe has been in many 
minds a problem of the first magnitude, 
but one for which no solution has been 
suggested save that which grew out of 
the operations of a few of the larger 
and more farsighted banking institutions 
of the country. 

The condition which has thus existed 
in the United States has been measurably 
true in other countries. It has been a 
notable feature of the post-armistice pe- 
riod that there seemed to be little financial 
leadership and that the leadership which 
exised before the war was not resumed 
or reinstituted. There are many reasons 
for this failure of the private financial 
mechanism of the world to continue its 
functioning; but whatever they are, the 
effect in all cases is the same—a hap- 
hazard situation in international finance 
and in the trade which is dependent upon 
such finance. Out of this has grown in 
many minds the idea that perhaps what 
was lacking was some governmental 
scheme for the stabilization of exchange, 
or at all events the adoption of some plan 
which would result in the introduction 
of greater stability or steadiness in. for- 
eign exchange rates. 


Schemes for Improvement of Exchange 


During the past year or more many 
schemes for the improvement of exchange 
conditions have been proposed. They 
were most numerous shortly after the 
suspension of exchange pegging. It was 
natural that this should be the case; 
since many interests which had profited 
largely by stable exchange desired to see 
a continuance of conditions so favorable 
for trade, even at great expense to the 
various governments. 

These schemes have taken a variety of 
forms, but in the last analysis they all 
come down to a proposal in one form or 
another to establish an artificial ratio or 
quotation of the various currencies. This 
is out of the question and it is safe to 
say that never, except perhaps for short 
periods, will the nations go back to a 
regime of governmentally controlled ex- 
change. They could not do so upon any 
safe basis unless they were at the same 
time absolutely to control exports and 
inyports and possibly important branches 
of production. 

That all peoples everywhere are pro- 
foundly restless under the system of gov- 
ernment control which was built up dur- 
ing the war is axiomatic. They wovld 
not allow it to come into existence again 
if they could help it. Even if there were 
not this popular antipathy to govern- 
mental interference, it is doubtful whether 
such a system of pegging could, with 
success, be reintroduced, and not a few 
capable foreign exchange experts today 
question seriously whether it was ever 
worth while to introduce it at all— 
whether the evils which have flowed from 
it have not accentuated the tendencies it 
produced. 

Be this as it may, the fact is that a 
restoration of stability in exchange can 
be brought about only through the re- 
introduction of soundness in the banking 
systems of the world. This will be ac- 
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complished only as a result of a very 
thorough financial reorganization, includ- 
ing the improvement of public finance. 

A survey of conditions in Europe dur- 
ing the past month or two gives but 
little encouragement to those who look 
forward to early reorganization of this 
kind if matters are left to develop without 
definite direction. These facts naturally 
deepen the uncertainty and doubt attend- 
ant upon the course of foreign exchange 
quotations and give rise to well founded 
fears that disturbances may be even more 
serious in the future than they have been 
in the past, owing to the continuozs 
growth of our unfunded foreign trade 
balance, and due also to the lack of con- 
sistent effort to get back toward a regime 
of convertibility and financial solvency 
abroad. 

Nations Must Get Together 


The time is rapidly approaching when 
business men in all countries who ex- 
pect to continue foreign trade relations 
will be obliged to demand international 
action intended to introduce a more sat- 
isfactory condition of currency and bank- 
ing. It has been recently proposed by 
Dr. Vissering, the well-known Dutch 
banking expert and president of the 
Netherlands Bank, that the countries 
quite frankly adopt the regime of barter 
and begin the exchange of commodities 
largely upon that basis. Whatever may 
be thought of Dr. Vissering’s proposal 
from the short-range standpoint, it is 
evidently no solution of the real difficulty. 
The idea is clearly based upon the as- 
sumption that there exists in some one or 
more countries a sound and stable basis 
of currency which furnishes a standard 
to which all other values may be referred, 
or by which they may be measured. 
Without this, indeed, the effort to barter 
becomes more or less out of the question 
because there is no basis for measuring 
the relative exchange power of the differ- 
ent classes of goods. 

Thus, for instance, an American con- 
cern which wishes to exchange one hun- 
dred bales of cotton for a given number 
of yards of cotton goods to be imported 
into this country from, say, Germany, 
which gets the raw cotton and works it 
up, can form a basis for its barter system 
only by comparison of the prices of the 
raw material and finished product in the 
United States. Such comparisons, how- 
ever, are of but little value when prices 
are fluctuating and exchange rates are 
being rapidly altered. Such changes 
make business too hazardous. It may be 
expected, therefore, that the suggestion 
of barter will make its way only on a 
very limited basis and that few, if any, 
will regard it as affording more than a 
merely temporary makeshift. In that 
view of the situation the urgency for ef- 
fective adjustment of the exchanges 
remains as great as ever, and in the ab- 
sence of it we must look for continuous 
fluctuation and probably a movement 
toward lower levels of value, due to un- 
certainty regarding the disposal of out- 
standing indebtedness and to inability 
to fund existing obligations. 


The Brussels Conference 


The international financial conference 
which convened at Brussels during the 


. but still considerable 


latter part of September, 1920, had as 
one of its main problems the considera- 
tion of the questions to which reference 
has been made in this brief outline treat- 
ment. Satisfactory data concerning the 
conclusions reached by the conference are 
of course not yet at hand, but it is safe 
to say that no remedy for the existing 
situation which does not rely very largely 
upon the assistance of the United States 
can be found. 

Even if it were true that European 
countries could bring about certain stab- 
ilization of the exchanges in trade among 
themselves, this would not affect their 
relations with the United States. They 
naturally look to the United States as 
probably the greatest source of loanable 
funds today, as well as the origin of 
many important classes of raw material 
which must be availed of in order to 
bring about thorough industrial reorgan- 
ization in Europe. Even if this were not 
true, the fact would remain that most of 
the European countries now owe ovr 
merchants, bankers and business men a 
large balance on open account, as has al- 
ready been explained, while, of course, 
a vastly larger balance on funded account 
is represented by the great issue of 
bonds which are still in the possession of 
the Treasury, and by the much smaller 
issues which are 
held by citizens. Sooner or later a defi- 
nite plan for the settlement of this in- 
debtedness must be arranged, whether it 
provide, as some expect, for a partial 
cancellation or adjustment of the debts, 
or for a change in rates of interest or 
terms of settlement. Whatever change 
is made must be made with the free, vol- 
untary consent of this country, not only 
because any other adjustment would be 
out of the question on general grounds, 
but also because the aid of the United 
States is fundamental for the future. If 
gratitude is a “lively sense of favors to 
come,” business foresight and business 
wisdom may be regarded as a discrim- 
inating recognition of what is to be ex- 
pected or hoped for from commercial 
associates, and this is as true interna- 
tionally as it is individually. 


Europe Helpless Alone 


Europe, just as the United States, can- 
not afford to see a further disorganiza- 
tion of the exchanges such as seems to be 
foreshadowed by current tendencies. It 
must endeavor to arrest such disorgan- 
ization and it can do so only with the 
assistance of the United States. The 
method of resistance will be that of re- 
storing domestic banking and currency to 
a sound basis, for no process of govern- 
mental stabilization or artificial regula- 
tion, much less any plan which discards a 
monetary unit of value and substitutes 
barter, is likely to succeed. 

It would be well if the United States 
were in position to participate actively in 
this process of rejuvenating and restor- 
ing the monetary and banking systems of 
the world. Since we are not, and pend- 
ing the development of some scientific 
and systematic plan for the attaining of 
the desired object, we must continue to 
labor under the handicap caused by ex- 
change fluctuation, and for the immediate 
present we have good ground for fearing 
further weakness and disorganization. 
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Canada’s Domestic Credit Situation Improving 


Energetic Suppression of “Outside” Investments Yielding Results—Dominion’s Great Banking 
System the Product of Over a Century’s Growth 


7HEN the Canadian Minister of 
Finance, Sir Henry Drayton, re- 
cently made an appeal to the people 
of the Dominion to buy no more securi- 
ties abroad, at least until further notice, 
he put into effect what he hoped might 
be a remedy for the drain on Canadian 
finance which, it was thought, had ag- 
gravated the country’s credit position. 
Though on the surface there 
has been, and still is, a most 
pleasant degree of general pros- 
perity in Canada, those who have 
the real interests of the Dominion 
at heart are not blind to condi- 
tions which might be better. 
Early in the winter, when for- 
eign exchange was making Can- 
ada an attractive market for thou- 
sands of shares and bonds of 


Canadian origin held in Europe, 
Sir Henry Drayton enlisted the 


co-operation of the Stock Ex- 
changes and the Bond Dealers’ 
Association through a “gentle- 
men’s agreement” to bring an end, 
if possible, to the import of these 
securities. It has been computed 
by one of the officials charged with 
operating that agreement that the 
arrangement was 85 per cent ef- 
ficient, 

Latterly, however, there were 
signs of loopholes and leaks, and 
when the strain on the banks to 
move the western crops became a 
reality, the Minister took the op- 
portunity of making a patriotic 
appeal to draw the lines still 
closer, This appeal was rein- 
forced by an arrangement with 
the Canadian banks, through 
which an applicant for foreign 
exchange had to sign a certificate to this 
effect: 

“I hereby certify that my application of 
this date for a draft on for 

does not represent payment 
for Canadian or other securities pur- 
chased abroad.” 

After the original request and gentle- 
men’s agreement, there was some protest 
that the Government had taken steps to 
prevent the repayment of Canadian debts 
abroad, but had taken no action to inter- 
fere with the trading on margin on stocks 
in New York, no matter how flimsy. 

It is true that the working of the agree- 
ment left this form of trading undis- 
turbed, and that condition still remains, 
but the answer of Canadian brokers who 
have seen their New York business 
dwindle, is that exchange has taken care 
of the country’s interest in that respect, 
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as few men have the courage to send 
money to New York for trading in se- 
curities when their American dollar costs 
them $1.15 in Canadian money. 


Trying Credit Position 


As in the United States and other 
countries participating in the war, the 
credit position in Canada has been a try- 
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ing one, particularly during 1920. There 
has been a steady rise in commodity 
prices almost until this day, and banks 
have been faced with repeated requests 
from customers for larger credits than 
in previous years. They have adopted the 
general policy of encouraging legitimate 
business and industry, so far as possible, 
but have, in other directions, attempted 
to safeguard themselves and the country. 
Little money has been available for ex- 
tensions to business, and speculative en- 
terprises, such as the Stock Exchanges, 
have had a difficult time of it. 

Even now, when the turn seems to have 
come in commodity prices, there is an 
undiminished call on the banks for credit. 

The next few months should see an 
improvement, however, for we are at 
the harvest time, with an abundant 
yield in almost every direction, which 


should put much money into the pock- 
ets of the people, and later on into the 
savings accounts in the banks. It is. 
calculated that by the end of the year 
there may be an inclination toward 
easiness in money, especially if the ex- 
pected cash market for Canada’s wheat 
materializes. 
An important element in the position of 
the next few months will be the absence 
of a Victory Loan, which has been 
an annual feature of the Autumn 
for the past four years. With 
crops and general production fully 
up to recent averages, and with 
no drain on the public purse in the 
form of a Government loan, it is 
believed that the savings accounts 
of the banks of Canada will be 
richly reinforced before the end 
of 1920. 

Late in 1919 the savings de- 
posits suffered heavily from the 
withdrawals for the Victory Loan, 
but excellent recovery was made 
before many weeks passed. An 
indication of the position of the 
banks from month to month may 
be had from Table I, covering the 
past twelve months, showing the 
current loans in Canada and the 
notice deposits in the banks, with 
the change for the month in each 
case. 


The Growth of Canada’s Banks 


It should be pointed out for 
those who are not familiar with 
the Canadian banking system that, 
following the example of Scot- 
land, and the early policy of Alex- 
ander Hamilton in the United 
States, the development of bank- 
ing in Canada is through branches 

established by a few large . institutions. 
Canadian banks date back to 1817, when 
the Montreal Bank (now the Bank of 
Montreal) was established to take care 
of the loose condition of finance revealed 
during the war of 1812. 

Private banks. originally flourished in 
great numbers throughout the Dominion, 
but have now almost disappeared, their 
place being taken by the eighteen central- 
ized corporations and their thousands of 
branches. As recently as 1890, the char- 
tered banks of the Dominion numbered 
thirty-five. 

It is often said that the Canadian banks, 
reduced in number as they are, approach 
the position of a money trust, but the 
banks themselves make the answer that 
the competition between their branches is 
exceedingly keen and disposes of the 
theory of co-operation and collusion to 
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the detriment of customers. Since the 
conclusion of the great war, the number 
of branches in Canada has been greatly 


-...extended, little change having taken place 


“luring the conflict. The increase during 


the past year has incidentally afforded re- 


employment for hundreds of returned 
bank clerks as local managers. A table 
of the number of Canadian bank branches 
at the beginning of the war, at the end 
of 1918, and at the end of August, 1920, 


shows the following: 


July 3). Dec. 31, Aug. 31, 
8 1920 


191 
1,1 


Ontario 

uebec 

ova Scotia 
New Brunswick 
Pp, #. I. 


Saskatchewan 
British Columbia 


Be COED cccccccoss 4,593 
Newfoundland — 48 
Elsewhere 136 


3,226 3,568 4,777 
This system of branch banks, while 
generally lauded by 


fespective ‘statutory monthly returns to 
the Minister for the month immediately 
preceding that in which the. additional 
amount is issued.” 

Under the provisions of this expansion, 
the banks of Canada at the end of July, 
1920, had a margin of available circulation 
amounting to $32,778,773, and the total 
note circulation then reported was $231,- 
534,000. 


The Capitalization Controversy 


It is sometimes contended by business or 
financial groups, who allege unfair treat- 
ment in credit from the banks, that in- 
creased capitalization would remedy the 
credit deficiencies of the country. That, in 
the opinion of bankers of authority, is a 
mistaken view, unless it were assumed that 
the money for new bank capital could be 
brought from another country, instead of 
taken from some useful purpose in Canada 
itself. 

As it stands, the Dominion has seen 
several increases in bank capital during 


$7,000,000. A statement of the paid-up 
capital of the Canadian chartered banks at 
the end of last year, and at théwend of 
July, 1920, is contained in Table IT. 


Opposition in the West 

Canada has not escaped the criticism 
of banks by public men, and there has 
grown more especially a new movement 
of independence in the West. Of all the 
chartered banks, only two have _ their 
head office west of the Great Lakes, the 
Union in Winnipeg and the Weyburn, in 
a small town of that name in southern 
Saskatchewan. From time to time, agi- 
tations have begun to open new banks on 
the prairie. This year the Province of 
Manitoba, following a difference with 
the Eastern banks on the rate of interest 
to be charged for money to be loaned 
for Rural Credits, opened a bank of its 
own for the purpose of receiving de- 
posits, on which 4% is paid. Arrange- 
ments have been under way for the or- 
ganization of the Bank of Alberta, but 
little progress has yet 
been made. It is be- 





the financial interests 
of Canada as the 
great strength of the 
system, is often criti- 
cised by the agrarian 
interests because of 
its tendency to with- 
draw savings from 
small places through 
the branches and place 
that money at the dis- 
posal of large opera- 
tors in the cities. 
Bankers in Canada, 
by way of rebuttal, 
have had the satisfac- 
tion recently of 
pointing to the estab- 
lishment of a Federal Reserve Sys- 
tem in the United States as an ef- 
fort to secure for that country some 
of the same elasticity afforded by 
the Canadian system. The Canadian 
banks, operating almost as a unit at 
certain times, take measures to pro- 
vide for a seasonal occurrence, such 
as the movement of crops, and that 
operation is now in progress. 

An important amendment was made 
to the Finance Act in 1914 to provide 
for an increase in note circulation 
with a view to facilitating crop 
movement. This amend- 
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ment is as follows: 

“In case of war, inva- 
sion, riot or insurrection, 
real or apprehended, and 
in case of any real or 
apprehended financial 
crisis, the Governor in 
Council may, by procla- 
mation, published in the 
Canada Gazette, 

“Authorize the several 
chartered banks to issue 
excess circulation, from 
and including the first 
day of March in any 
year, to and including 
the last day of August 
next ensuing, or during 








TABLE I—CANADIAN BANKS 


CHANGES IN CURRENT LOANS AND NOTICE DEPOSITS 


Notice 


Current Loans 
Deposits 


Change for 
in Canada Month 
—$2,061,782 
+ 46,786,778 
+ 46,367,958 
+ 84,468, 
+17,700,521 


+19,153,917 
+ 30,052,939 
+ 65,251,128 
+24,971,200 
+ 1,841,751 
+ 16,071,102 


377,276, 853 +12,125,770 


*Victory loan month, 


TABLE II—PAID-UP CAPITAL 
July, 1920 December, 1919 
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$119,199,441 


TABLE III.—PROFITS IN 1919 AND 1914 AND DIVIDENDS 


Present 
Dividend 


Profits 


ts 
1919 1914 
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$1,196,632,931 


lieved that the East- 
ern banks will not 
oppose movements of 
that kind, even were 
their opposition like- 
ly to avail anything. 
It has been contend- 
ed by Eastern bank- 
ers for the past few 
years that their ser- 
vices are out of pro- 
portion to the profits 
received. It may be 
said that the returns 
on bank oon ll are 
not sensational, when 
compared mare Te a.“ 
profits from many industries, but at 
least the shareholder in a bank has 
a large measure of security, despite 
the provision of double liability. 

Bank shares have been relatively 
steady on the stock exchanges, mov- 
ing upward slightly in step with the 
increases in dividend which have 
been recorded during the past few 
years. Profits by Canadian banks 
during last year and in 1914 with 
dividends paid, are compared in Ta- 
ble III. 

Claims made on behalf of Canadian 
banks so far as credits 


Change for 
Month 


+ $21,540,778 


—*124,888,707 
228,414 


25,210,346 
23,730,270 
10,692,263 
11,855,420 
19,498,525 
14,627,462 

9,469,456 














are concerned are illus- 
trated by a recent state- 
ment by Sir Edmund 

Walker, the Dean of 
Besos Canadian banking, who 
said: “In no other coun- 
. try in the world are such 
large individual credits 
given as by the banks of 
Canada. These credits 
are only possible because 
of the intimate knowl- 
edge possessed by the 
banker of the customer's 
affairs. They are also 
given without any condi- 
tion as to his keeping 
part of the money bor- 
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rowed at his credit with 





any part of such period, 
to amounts not exceed- 
ing fifteen per cent of the combined un- 
impaired capital and rest or reserve fund 
of the respective banks, as stated in ‘their 
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this year, but, on the whole, the increase 
during the past eight months of paid-up 
capital of the Canadian banks is only about 


the bank. In the United 

States, of five dollars borrowed, you may 

only get four, although you borrow and 
(Continued on page 792) 
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HE hugeness. of 


MEXICO Mexico’s oil _ re- 
TO LEAD sources is by now 
IN OIL common knowledge. 
OUTPUT Data prepared by the 


Latin-American Division 
of the Bureau of Foreign & Domestic 
Commerce shed new and _ interesting 
light on the subject, however, revealing 
the Southern Republic as the coming 
leader in the oil production of the world. 

Full development of Mexico’s_re- 
sources has been hindered by inadequate 
transportation facilities, both for oil and 
materials; by lack of sufficient storage 
and by demoralized political conditions. 
Assuming, however, that these handicaps 
had been overcome, Mexico in 1919 could 
have produced, from the wells then flow- 
ing, 32,000,000 barrels more oil than was 
actually produced in all other countries 
combined and a full 170,000,000 barrels 
more than the United States produced in 
1919, 

The enormous output of Mexico's indi- 
vidual wells is the secret of the country’s 
tremendous potential production. For 
purposes of illustration, comparison is 


Industry— The Uniform 
Wage Standard—Leipsic Fair 
a Failure 


the case of the Potrero dél Liano well, the 


property of the Mexican Eagle Co., 
which, after flowing for eight years and 
having produced more than 100,000,000 
barrels of oil, began to yield salt water 
over night and, since December, 1918, has 
been considered a loss. 

From the Mexican Government’s fig- 
ures of a potential production of 1,594,740 
barrels daily in March, 1919, and of 1,995,- 
223 barrels daily in November, 1919, it 
would appear that the menace from salt 
water has not reached any great propor- 
tions, but it must be noted that, during 
this time of apparent increasing potential 
production, the various companies had de- 
veloped and brought in several new wells, 
which more than offset the immense losses 
from salt water. The appearance of salt 
water in several of the oldest and largest 
producing fields in Mexico is expected to 
stimulate the exploration and development 
of other fields, particularly the known 
fields farther south. 

Of the total investment in the oil in- 
dustry of Mexico, 97% is held by foreign- 
ers. In the petroleum industry of the 
United States only 4% of the total amount 
is held by foreign capital. In 1918 there 







growth. Germany, likewise producing at 
a comparatively low cost, developed a 
highly organized commercial system and 
made serious inroads into British com- 
merce during the ten years just prior to 
the war. The United States, electing to 
operate upon a different standard of liv- 
ing, involving a higher wage cost, was 
unable to gain a position as a large ex- 
porter of manufactured goods compar- 
able with Great Britain and Germany, ex- 
cept in those lines where our wider use 
of automatic machinery reduced the unit 
cost of production to a point that per- 
mitted competition with similar products 
manufactured on the lower European 
wage scale. 

Fortunately for the United States, the 
post-war period finds this condition de- 
cidedly altered. European labor costs 
have advanced tremendously until they 
now parallel, to a considerable degree, 
labor costs in this country. This change 
deprives Europe of one of her greatest 
foreign trade assets and improves, in like 
measure, the outlook for American for- 
eign trade so far as competition in pro- 
ductive costs is concerned.. Wages will, 
of course, vary, but a comparatively level 











made with the wells in the United States. 
The oldest wells in this coun- situation seems assured 
try are in the Appalachian re- throughout . the industrial 
zion and number about 100,- . countries whose commerce is 
000, with an average daily MEZIOO’S wre a aig or — ag ge affected by production costs. 
yield of less than two-thirds —- 2 a 248,446,280 884,667,550 The foregoing is one step in 
of a barrel per well; the new- 1914 ||.|.......... 21,188,000 205,762,535 $99, 667,168 the elimination of trade bar- 
est region is the Rocky Moun- a a" yet serene ies <oncne' 130 riers. Others will follow in 
tain, with 400 wells and an 1917. .............. 95,208,770 335,315,308 505,862,367 the course of a natural evolu- 
average per well of 40 barrels EE, seatessoestens papmmy 4 py iry ee tion—the progress will not be 
a day; the Mid-Continent field [} = sins: ; rapid—and by normal proc- 
esses we shall be able to help 

















of America, with nearly 40,000 
wells, averages 9 barrels daily; 
the California field, with an annual pro- 
duction of about 100,000,000 barrels, yields 
an average of 30 barrels daily per well. 

If all the producing wells of Mexico 
are taken into consideration, the average 
actual production per well is approxi- 
mately 1,000 barrels daily. There are 25 
wells in Mexico which, if permitted to 
flow without restraint, would yield 600,000 
barrels a day or an individual average of 
24,000 barrels. During the first six 
months of 1919 eight producing wells 
ere drilled in the Tampico region with 

possible total daily flow of 584,798 bar- 
rels. 

The menace of salt water is, of course, 
ne of the primary factors in holding 
down well production. Several of Mexi- 
co’s most important fields have suffered 
everely from this invasion, including the 
Tepetate, Huasteca and Casiano. How 
abrupt the action may be is instanced in 
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were 27 companies in Mexico producing 
oil in commercial quantities, 17 of these 
being owned by Americans. Of the’ total 
of 63,828,326 barrels produced in Mexico 
in 1918 American interests produced 73%. 
As of November, 1919, there were 305 
producing wells in Mexico with a poten- 
tial output of 1,600,000 barrels daily. Of 
these, 200 are owned and operated by 
American capital, and have a potential 
daily capacity of 1,300,000 barrels. 
URING the half cen- 
IMPORTANCE D tury preceding the 
OF UNIFORM war, says the Guar- 
WAGE anty Trust Co., a period 
STANDARD representing the golden 
age of English industrial 
and trade development, a large and profit- 
able British overseas commerce was de- 
veloped. A low unit of cost in produc- 
tion was largely responsible for this 


preserve throughout the world 
a uniform standard of wages and a more 
natural flow of commerce. 


CABLEGRAM from 





Berlin, dated Sep- 

LEIPSIC tember 8, says that 
FAIR A the commercial fair at 
FAILURE Leipsic was a _ disap- 
pointment to the Ger- 

man trade. Musical instruments, amber 


goods, jewelry, toys and ivory made up 
the largest orders. The number of 
orders received were very small and there 
were very few American buyers. The 
number of new buyers from Syria, Egypt 
and South America was the feature of 
the fair. Many of the exhibitors in- 
formed the American commissioner, who 
visited the fair, that they did not have 
enough orders to pay the rent of the 
booths, the expense of shipping, and to 
pay their salaries. 






























Value of Trade and Bank Acceptances in Domestic and 


‘dim. 


Foreign Trade 


Buyer and Seller, Importer and Exporter, Can Share Alike in Benefits Derived from Use of 


T is the duty of every banker to supple- 

ment the growing knowledge among 

American: business men that accept- 
ances are performing a distinct service in 
the improvement of credit operations in 
the United States and in the development 
of our foreign and domestic trade. 

The acceptance is by no means an ex- 
periment or a new and untried instrument 
of credit. A system of credit based upon 
acceptances has been very widely de- 
veloped through long usage in many of 
the leading European countries. Prior to 
the Civil War acceptances were quite gen- 
erally used in this country, but after that 
conflict the wholesale demoralization of 
credit throughout the United States cre- 
ated a demand for cash which made the 
cash discount system for the prompt set- 
tlement of bills so popular that it has 
since continued in favor. 


Acceptances Still Little Understood 

Generally speaking, however, there is 
still a remarkable lack of knowledge con- 
cerning the nature and use of acceptances 
among American merchants and manu- 
facturers and they have been slow to 
grasp and utilize the opportunities offered 
by this method. The fundamental pur- 
pose of the acceptance is to facilitate the 
mutual offsetting of debts between indi- 
viduals as well as nations. The virtue of 
the whole scheme is the “liquifying” of 
the commercial accounts and receivables 
of the country. When they have become 
a more permanent fixture in our commer- 
cial credit system, it should require but 
little argument to convince both business 
and bankers of the folly of permitting 
enormous amounts of money to be tied 
wp in open book accounts when every 
dollar of it might be converted into liquid 
capital by the use of these acceptances. 

Acceptances are of two kinds, namely: 
Trade Acceptances and Bank Accept- 
ances. The trade acceptance in its most 
important aspects relates to our domestic 
business, while the bank acceptance ren- 
ders its primary service in the financing 
of foreign trade. 

A trade acceptance may be defined as a 
draft with definite maturity, drawn to 
order on a buyer by a seller and bearing 
across the face of the instrument the sig- 
nature of the buyer, affixed without quali- 
fication or condition. 

Benefits to the Merchant 
The trade acceptance is of benefit to 


the merchant who is the seller of goods 
in a great many ways, among which 
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“Old-New” Credit Instrument 


By ALLAN F. WRIGHT 


the following are the most noteworthy. 

(1) Elimination of the costly and in- 
convertible open book account and the 
substitution of an instrument of credit 
readily and economically negotiable. 

By converting an open book account 
into a trade acceptance the credit repre- 
sented by the amount becomes imme- 
diately available for further use by the 
seller, because a trade acceptance is read- 
ily discountable at any bank at a lower 
rate than is accorded any other class of 
commercial paper, thus enabling the mer- 
chant to reinvest in his business the 
amount of capital represented by the ac- 
count. 

(2) Completion of the transaction 
upon acceptance of draft .and the implied 
knowledge by the buyer of the correct- 
ness of the amount. If it becomes neces- 
sary to sue on an open account, the cor- 
rectness of the book entries must first be 
proved. The trade acceptance proves the 
receipt of the goods and the validity of 
the seller’s claim, since the buyer has 
already admitted the existence of a valid 
contract by his acceptance of the terms 
of the bill. 

(3) Increased probability of prompt 
payments. Buyers will be more alive to 
the necessity of meeting their obligations 
when the trade acceptance falls due, as 
they regard a fixed due date in writing, 
as important, while they do not attach 
the same importance to paying open book 
accounts exactly on the date when due. 

(4) insurance against unearned or 
unwarranted discounts. The friction 
which so frequently grows out of the de- 
duction of unearned discounts is elimi- 
nated and the temptation to take “a few 
more days extra time” is removed. 

(5) Assurance of a definite income. 
The house which induces its customers to 
close their accounts with trade acceptances 
can look forward to an income at definite 
periods. Hence, it may calculate with 
much certainty the payment of its own 
bills. 

(6) It gives the seller additional credit 
facilities. When trade acceptances are 
substituted for accounts receivable, the 
bank will not only extend a reasonable 
line of credit based on the inventory, but 
will discount the trade acceptances up to 
practically one hundred per cent of their 
value, because they are all in the form of 
negotiable instruments carrying two 
names, that of the seller and that of his 
customer. 

Trade acceptances do not come within 


the restrictions of laws governing the 
operations of National Banks that limit 
the total liability of any one person or 
firm to ten per cent of the combined un- 
impaired capital and surplus of the bank. 
In a word, as long as the borrower can 
produce satisfactory trade acceptances of 
his customers, his discounting ability is 
practically unlimited. 


How the Purchaser Benefits 


Trade acceptances are advantageous to 
the purchaser in the following respects: 

(1) They are conducive to careful 
purchasing. The existence of obligations 
that must be paid at maturity will go a 
long way toward curbing overbuying, 
which has long been one of the most fruit- 
ful causes of business distress. 

(2) They improve rather than detract 
from the credit of the buyer. The trade 
acceptance is thoroughly known to every- 
one through whose hands it passes and 
its existence can only reflect credit on the 
acceptor. The bank knows that its cus- 
tomer has assumed an obligation when 
he buys merchandise. In going over his 
statement the banker will find that this 
man is buying with the expectation of 
meeting his obligations—that the “accept- 
ances payable” does not represent a lot 
of odd accounts, but current transactions. 
He will know, too, that the customer has 
so ordered his business as to enable him 
to pay his bills when due—a sign that 
he has not overbought. 

(3) They make the buyer of small 
means better able to compete with the 
large buyer. For illustration: A smal) 
buyer of limited capital, but careful and 
efficient, has an opportunity to purchase a 
lot of goods for $3,000 and knows where 
he can dispose of them for $4,500, if he 
can but have the use of $3,000 for a short 
time. We will say that he is “loaned up” 
and his bank can make him no further 
advances. How easily this might be done 
through the medium of the trade accept- 
ance. The jobber need only give the 
seller his trade acceptance for $3,000 and 
then, in turn, sell the goods and obtain 
the buyer’s trade acceptance for $4,500. 
He would then take this to his bank where 
he could have it discounted for one hun- 
dred per cent of its value. Result: $3,000 
with which to meet his maturing accept- 
ance and $1,500 clear profit. 


Bank Acceptances in Foreign Trade 


No one questions the assertion that 
foreign trade for the United States is ab- 
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solutely essential to our future prosperity. 
The relinquishing of German control in 
Northern Europe and the world-wide dis- 
trust of German goods means the growth 
of more intimate trade relations between 
the United States and European countries, 
and spells opportunity for American mer- 
chants. Already our export trade has in- 
creased to heretofore unparalleled figures. 

The bank acceptance is unquestionably 
the most satisfactory method of financing 
foreign shipments. 

Taking the importer first, what are the 
advantages which he may derive from 
their use? 

(1) They cut out lost motion as well 
as the commission formerly paid the for- 
eign banker. In most cases when an 
American importer desired a credit at a 
foreign bank he was obliged to open it 
through the medium of an American bank. 
The commission which he pays must be 
sufficient to compensate the American 
bank as well as the foreign bank. In 
other words, the importer was obliged to 
pay two commissions, while for a dollar 
credit he pays but one. 

(2) They give the benefit of New 
York money market rates which on the 
average, are likely to be lower than in 
other money centers. 

(3) They eliminate the risks in ex- 
change. By the use of dollar exchange 
the American importer knows just what 
his goods will cost him and there are no 
misunderstandings as to the amount of 
money which he owes his bank when the 
acceptance matures. When acceptances 
are drawn in foreign money, the risk of 
exchange is a very important factor, in 
view of the fluctuations to which the ex- 
change rates are subject. 

(4) Advantages of direct connections. 
Claims, disputes, etc., which arise so fre- 
quently in connection with foreign ship- 
ments can be settled more promptly and 
effectively. between the American bank 
and the foreign exporter or his bank, 
than could possibly be adjusted via the 
London bank, as would be necessary in 
using a Sterling credit. 


Equally Valuable to Exporters 

To the exporter: The advantages of 
Bank Acceptances may be summarized as 
follows: 

(1) Immediate reimbursement for the 
value of his merchandise shipped. The 
exporter receives his 
money promptly in- reigatian 


credit, the ultimate buyer of the accept- 
ance advancing the actual money. 


General Summary 


Bank acceptances offer certain distinct 
advantages not only to merchants and 
manufacturers, but also to the banks, 
through which they deal. The standing 
and credit of the accepting bank make 
them a security of the highest grade. 
The bank acceptance obviates the neces- 
sity and trouble of investigating the 
drawer or the endorsers of the bill, as the 
chief responsibility ‘rests with the accept- 
ors. There is no class of investment so 
liquid as a prime bank acceptance. Banks 
which have surplus money that they can- 
not readily employ at the time, may invest 
it in prime acceptances which they can 
either hold until maturity or sell in the 
open market. The open market feature 
of such an investment and the purchasing 
power of the Federal Reserve Banks con- 
tribute much to the position of the accept- 
ance as a premier investment. 

The benefits attending the wide use of 
acceptances cannot fail to be felt directly 
or indirectly by the entire. business public. 
A stronger sense of responsibility toward 
commercial obligations; a check upon 
overbuying and overselling; the substitu- 
tion of liquid, double-name paper based 
upon actual commercial transactions for 
the “frozen” credit system of a single- 
name paper; close relationship between 
buyer and seller; reduction of losses from 
bad debts and from the abuses of the dis- 
count privilege; better system of financial 
arrangements and the release for business 
requirements of a vast amount of working 
capital heretofore tied up for indefinite 
periods on the books of jobbers and manu- 
facturers. 





PRICES AFTER THE CIVIL WAR 

Economic conditions are so different 
today from those following our Civil War 
that no argument from analogy is sound 
—but a graph of the course of prices 


COMMODITY PRICES WHOLESALE 
COMMODITY PRICES « RETAIL 
WAGES 


™~ THe 
UNITED STATES 
CURING THE 
CIVIL WAR AND SEVEN YEARS AFTER ITS CLOSE 
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to present it as a comparison rather than 
as an argument. 

Immediately upon the conclusion of 
peace wholesale prices took a sharp drop, 
then recovered in part and then in un- 
steady outline gradually settled down to 
a lower level. Retail prices stood firm 
throughout 1865 and 1866, showed little 
decline in 1867, and then very gradually 
dropped to lower levels, and in spite of 
the panic of 1873 they did not reach the 
pre-war level until 1878, or thirteen years 
after the close of the war. Meanwhile, 
labor, after some unsteadiness of move- 
ment, gradually rose to higher earnings 
and as the margin between wages and 
prices widened, the increased spending 
power of the laborers became a steadying 
influence on prices—(Chart and comment 
by Charles Coolidge Parlin, of the Cur- 
tis Publishing Company.) 





PEOPLE BECOMING INVESTORS 


The American people are abandoning 
speculation for investment. They are 
avoiding risks and seeking to capitalize 
the profits of the war period. The bond 
market is largely in the hands of investors 
with incomes of less than $25,000 a year. 

The very rich man has been forced to 
stay out of the bond market because of 
the exceptional burdens to which his in- 
come is exposed under the tax laws now 
in force. But the 20,000,000 of large and 
small investors, whose purchases of Lib- 
erty bonds during the World War period 
showed them for the first time the con- 
venience of bond investments, are all po- 
tential buyers of high-grade bonds today. 

These people are buying bonds and 
notes as well as seasoned preferred stocks 
in large volume. It is their support which 
is sustaining the bond market and causing 
many neglected railroad bonds to advance 
in price. This inquiry may be expected 
to become much more of a factor when 
the money market is easier and the heavy 
corporation borrowings of the Autumn 
have been provided for.—National City 
Bank, Chicago. 


WHAT ECONOMY WILL DO 
“Suppose that the 2,000,000 men in the 
railroad service, from the water boy on 
the extra gang to the highest executive 
could save 5 cents a day, by greater and 
more intelligent effort, by greater care 
of plant, materials and fuel, by the elim- 
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stead of having his Be 
capital tied up in for- 
eign credits. 
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total saving would be 


$30,000,000 for a 300- 
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credit at a much lower 
cost than by the use of 





oN workday year. This is 
oa enough to buy 400 
heavy locomotives or 
| ———] 08 10,000 freight cars. 
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the rate for a four 

















day could be saved by 





months’ bank accept- 


t ws Theos shippers in loading and 
unloading the 2,400,000 








ance plus the accept- 
ance commission being 
much lower than the al 





freight cars, this time 
for a 300-workday year 





rate for a four months’ 
promissory note. 

(3) Better accommo- 
dations at his bank. 
The exporter is able to 
obtain accommodations at his bank much 
more readily, since it advances only its 
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“WHOLESALE PRICES = —-—RETAUL PRICES = ---~ WAGES 
Cunat to 


after the Civil War is so strikingly like 
what we are passing through I beg leave 


fiattisitis ” would be 


720,000,000 
car hours, or 30,000,000 
car days, or 100,000 
cars per year added to 
the available supply of 
the country without the investment of 
capital."—Howaerd Elliott. 
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The Future as Financial Leaders See It __ 
Franklin K. Lane’s Survey, Reporting Generally Good Business Conditions, Is Approved by 


SURVEY OF INDUSTRIAL CONDI- 
TIONS INDICATES NATIONAL 
PROSPERITY 
Franklin K. Lane Hopeful of. Manufactur- 
ing, Crops and Money 


Franklin K. Lane, former .Secretary of 
the Interior, in a survey summarizing re- 
ports of over 900 field representatives of 
the Fidelity & Deposit Co. of Maryland, 
says, in part: 

“Economically, the United States is 
shown to be better off than any other 
country in the world. There is no evi- 
dence of idleness. 

“There is no shortage of raw material 
sufficient to curtail production reported 
from any of the nine geographical dis- 
tricts into which the country 


Secretary. of Commerce 


“There is great encouragement, how- 
ever, to be drawn from the fact that in 
only one of the nine geographical di- 
visions, the Rocky Mountain, has there 
been a decrease in bank deposits during 
the last six months. Individual savings 
accounts show a more marked improve- 
ment everywhere. This seems to show 
clearly that the orgy of spending and ex- 
travagamce is over.” 


LANE SURVEY APPROVED BY SECRE- 
TARY OF COMMERCE 
Secretary Alexander Only Questions Re- 
port on Unfilled Orders 
Referring to Franklin K. Lane’s survey 
of business (printed above) Secretary 


lack of orders. 

“What is happening is that the business 
interests of the country, including the 
manufacturers, are pursuing at the present 
time a wisely conservative policy, in view 
of the growing disposition of the con- 
suming public to curtail extravagant buy- 
ing as a means of bringing down prices. 
Consequently, neither the retailers nor the 
wholesalers, foreseeing lower prices, etc.. 
are disposed to load up their shelves with 
surplus wares which they may have to 
dispose of at a loss. 

“Such was the advice which I gave at 
a meeting of merchants in Baltimore last 
spring. I have been urging the business 
interests of the country to adjust them- 

selves to a declining scale of 





prices and to reconcile them- 





was divided for the purpose of 
the survey. Only in the dis- 
trict including Minnesota, the 
Dakotas, Iowa, Kansas, Ne- 
braska and Wisconsin is there 
evidence of a lack of orders. 
New England industries report 
a number of cancellations, but 
there, as elsewhere, manufac- 
turers are well filled with calls 
for their products. 

“Although labor is costing 
still more than it did last year, 
it apparently is producing no 
more. Wages have advanced 
from 10 to 50 per cent in the 
last twelve months and yet no- 





selves to the fact that they can- 
not expect to continue enjoy- 
ing the large percentages of 
profits which they reaped dur- 
ing the war period. The con- 
sumer is awake to the necessity 
of cutting down his purchases, 
and the wise business man is 
the one who instead of looking 
to immediate profits consents to 
a reduction of these profits as 
a means of aiding in a gradual 
rather than a sudden and dis- 
ruptive lowering of prices.” 


NINETY-CENT WHEAT IS 
NOT AN EARLY POSSI- 








where is there reported in- 
crease in productivity per man. 
I am not expecting that the 
cost of labor will fall off even 
in the worst of times to its 
pre-war stage, for I believe 
that the real differential be- 
tween directing labor and man- 
ual labor will never again be 
as great as it has been. 

“The farming situation is 
excellent; from no section has 
an unfavorable report been re- 
ceived. Our farmers are well 
supplied with funds from ‘the 
sale of this year’s crops, but 
they are wise in that they know 
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BILITY 
Herbert Hoover Expects Wheat 
Will Hold 50 Index Points 
Advance 
“While prices of all kinds 
will adjust themselves down- 
ward with deflation, I am con- 
vinced that wheat should not or 
in the long run cannot return 
to the same ratio price to other 
commodities as that which it 
held prior to the war. In other 
words, if something like pre- 
war prices should again pre- 
vail I do not believe we will 
over any considerable term see 











that more favorable marketing 


the old 90-cent wheat or any- 





conditions can be created. 

“In the financial field money 
is tight. That may mean sev- 
eral things. First, that the people 
want money badly to put into pro- 
ducing activities; second, that the banks 
attempt to get whatever the traffic 
will bear, shearing close to the skin; 
third, that there is an inadequate supply 
of money, or that those who have money 
lack confidence. 

“There are other reasons, no doubt, and 
among them that, as the dollar now buys 
less than heretofore, people with money 
wish to charge more for the service that 
money gives. 

“Reports from every section state that 
the banks are well loaned up, although 
money is available in the East and Cen- 
tral districts at from 6 to 8 per cent 
interest. 
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Copyright N. Y. Tribune. 
Surely There Must Be a Better Way to Gather the Apples 


of Commerce Alexander says, in part: 


“Unquestionably Mr. Lane is _ right 
when he says that the country is on an 
economically sound basis. We have the 
raw materials and we have the capital. 
As a matter of fact we have a surplus of 
raw materials in some lines. 

“When Mr. Lane says that only in one 
district is there a lack of orders, and that 
New England industries report a number 
of cancellations; but there, as elsewhere, 
manufacturers are well filled with calls 
for their products, he does not give an 
entirely accurate picture as we see it. It 
has only been recently, of course, that the 
American Woolen Mills have resumed 
operations, the suspension having been 
due, according to the management, to 


thing like it. During the war 
the price of wheat was success- 
fully held at a higher ratio than 
other commodities—an index of about 243 
for wheat, against 186 for other commod- 
ities in 1917, in order to induce larger 
production. If we take the year 1913 
average price of wholesale wheat and 
other commodities as 100, at the present 
time the prices are approximately 300 for 
wheat and about 270 for other commodi- 
ties. Wheat has been losing greater ad- 
vantage and a reduced acreage has been 
the consequence. It is my belief that 
wheat must hold at least fifty index points 
advance over comparative commodity 
prices if we are to assure supplies for our 
increasing population. That is, if other 
commodities should return to 100, wheat 
must hold 150 or some considerable ex- 
cess.” 
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MANUFACTURERS MUST LIQUIDATE 
TO RE-ESTABLISH CREDIT 
George M. Reynolds Expects Price Bal- 
ance to Follow 
“T was one of those fellows who went 
ground preaching that the United States 
would be in a position at the end of the 
war to get a great deal of world trade, 
but heré we are, the nation that possesses 
the greatest amount of goods, unable to 
sell them on a fair basis to foreign nations 
because foreign exchange has shrunk so 

much. 

Manufacturers have had a large 
amount of their goods made up. Now 
they must liquidate to re-establish their 
credit. That will bring prices down.” 
DOWN SWING IN PRICES MOVES 

TOWARD GREATER CREDIT 
STABILITY 
National Bank of Commerce Sees Im- 
provement Over Last Year 


As the continued improvement in 
transportation permits more normal move- 
ments of commodities, the mobility of 
credits is gradually being restored. Prog- 
ress is being made in the liquidation of 
commodity stocks and of loans against 
them. 

“While the downward trend of prices 
involves current difficulties, it is a move- 
ment toward greater rather than less sta- 
bility in both the credit and the general 
business situation, since it tends to re- 
duce the pressure on banking facilities 
and at the same time to stimulate the 
large potential demand for goods which 
increasingly high prices had impaired. 

“In contrast with the movement in 


progress a year ago, therefore, the gen- 


eral trend of business conditions within 
the United States is in the direction of in- 
creasing soundness and stability.” 


DEPRECIATION IN FOREIGN EX- 
CHANGE MAY BE LESSENED 
BY DEFLATION 
A. C. Pigou, Economist, Believes Pre-War 
Parities Will Be Long in Coming 


“The decision by any country so to con- 
trol its currency as to establish a parity, 
or rather centre of parity, between that 
currency and gold leaves open a funda- 
mentally important issue. What parity 
shall be established—shall it be the pre- 
war parity, or the ‘parity that is found 
to exist when the process of inflation is 
brought to an end, or some parity inter- 
mediate between the two? 

“It is clear that the force of the argu- 
ment in favor of the return to the pre- 
war parity will be stronger the nearer to 
this parity a currency is found to be when 
inflation is finally stayed. Until this stage 
has been reached by any country we can- 
not tell what the parity then ruling will 
in fact be. There is a temptation to as- 
sume that it will be at least as low as it 
is now before inflation has run its full 
course. 

“But in countries where the exchange is 
depreciated to a greater extent than is 
warranted by existing relative price levels 
this is mot necessarily so. With the 
stoppage of inflation, the factor of dis- 
trust on the part of foreigners, which pro- 
motes depreciation may largely disappear. 
Moreover prices may be high and ex- 
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changes correspondingly depreciated not 
because of actual ifflation, but ‘through 
fear of future inflation. 

“It may well be, therefore, that the 
heavy depreciation which the Austrian, 
German, Italian and French currencies 
now show will be greatly reduced by the 
mere cessation of inflation. The same 
tendency may be expected from an im- 
provement in the balance of trade. Hence 
the gap to be filled to return to the pre- 
war parity after stability has been 
reached may turn out to be much smaller 
than present exchange quotations suggest. 

“For Austria and Germany, it is to be 
feared that the gap cannot be otherwise 
than large. 

“For the United Kingdom, where the 
gold exchange is only depreciated some 
20% the argument is clearly in favor of a 
return to pre-war parity; for Austria and 
probably Germany, it points to a sub- 
stantially lower parity; for Italy and 
France the issue is less clear, but there 
can be no doubt that if a pre-war parity 
is aimed at the strain will be exceedingly 
severe, and the process of return must 
be slow.” 


PURCHASERS OF FOREIGN MONEYS 
WILL BE DISAPPOINTED 
Herbert A. Miller Declares English Pound 
Has Only Hope of Recovering 

Professor Herbert A. Miller of Oberlin 
College, returning from a European tour, 
said: 

“Americans who have purchased for- 
eign moneys at low prices in the hope of 
its returning to its value will be much 
disappointed. The English pound may 
recover its former standard of $4.85 in 
American currency, but other European 
money never will. 

“It is impossible to imagine that the 
kronen which are printed daily in Vienna 
and are worth half a cent can ever get 
back to their pre-war value of 20 cents. 
The prices of commodities and wages are 
being based now on a scale to meet the 
depreciation of the currency. For ex- 
ample, in Czechoslovakia, the kronen is 
worth 2% cents and the workman is paid 
300 a month, while in Austria, where the 
coin is valued at only % a cent, labor is 
paid 1,200 kronen a month. The rate of 
exchange is based on the value of im- 
ported goods. Later on the production 
in these countries will become stabilized 
and a new standard of currency adopted.” 


BUSINESS MUST FACE DEFLATION AS 
INEVITABLE 

Francis H. Sisson Warns Against Carrying 
Large Stocks 


“We must either climb down or fall 
down from the peak reached by war de- 
mand and inflation, and the journey down- 
ward is already under way. Some of us 
will be more rapid than others and some 
will experience greater suffering than 
others, but down we must all go until a 
new and more solid level is reached. The 
business man who blinds himself to the 
facts and refuses to face the issue will 
simply be postponing his own day of 
reckoning and will deceive himself to his 
own disadvantage. 

“This is not the time to borrow in order 
to carry large stocks of goods or to 


stimulate the prodyction of non-essential 
commodities. But commercial loans are 
not being denied to any industry that is 
endeavoring to increase the production of 
essential goods.” 

EXISTING TAX MEASURES CHIEF 
CAUSE OF HIGH PRICES 

Kahn Makes Wholesale Cond 

tion of Present System 


Otto 





Characterizing existing taxation meas- 
ures before the Dayton, O., Chamber of 
Commerce as “cumbersome, vexatious 
and almost incredibly complex,” Otto H. 
Kahn, said: 

“At a time when America is aiming to 
become a world center, they (the tax 
measures) deter foreign capital from com- 
ing here. They tend to curtail produc- 
tion. They are a strong contributing fac- 
tor in bringing about the prevailing high 
level of prices—a grave and serious evil 
which can and must be mitigated, a griev- 
ous burden particularly upon those men 
and women who live on moderate salar- 
ies and who are all the more entitled to 
sympathy and redress as they have borne 
their troubles with great patience, and a 
noteworthy absence of importunate agi- 
tation.” 





PRICE STABILITY WILL NOT BE 
REACHED FOR YEARS 
Secretary of the Treasury Houston Pre- 
dicts Reaction Will Be Slow 


“Such cuts in prices as have been made 
in two or three quarters recently are 
significant of the tendency of the present 
time. I believe there will be a cradual 
recession in prices, but that a stable con- 
dition will not be reached for several 
years. There is apt to be a considerable 
fluctuation with prices going up and 
down. I would not venture to say that the 
pre-war level ever will be reached, 

“I cannot say whether there can be 
any reduction in taxation next year. Ex- 
penses of the Government, however, are 
decreasing and there should be consider- 
able saving in appropriations for the War 
Department and Railroad Administra- 
tion.” 





SHARP PRICE DROP MAY RESULT 
FROM OVERLOADING 
A. Brooks Reports “Hand-to- 
Mouth” Buying by Public 


George A. Brooks, president of the 
Pettibone Manufacturing Company, which 
handles cottons, woolens, silks, plushes, 
velvets, metals and leather, was quoted 
recently in the New York Times as fol- 
lows: 

“In my opinion lower prices are sure to 
come. I believe it will be a gradual re- 
duction, although there may be a sudden 
drop because so many merchants who 
have overloaded will sell at market now 
and take a small loss rather than hold on 
to merchandise when they feel that prices 
are going lower. 

“Buying from hand to mouth is the 
chief trouble. The consumer is buying 
just the barest necessities and the mer- 
chant is doing the same, hoping that the 
stock he bought when prices were high 
will be sold out‘ before the reduction 
comes.” 


George 
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Twenty-Dollar Silk Shirts Are No Longer Popular 


Lack of Demand Rather Than Overproduction Responsible for Slump in the Industry 


ROM September, 1919, until Febru- 
ary of this year, the silk industry was 
engulfed in a wave of prosperity un- 
paralleled in its history. Prices jumped 
almost daily. Extravagance ran riot. 

Suddenly something burst this glitter- 
ing bubble. It began to occur to’ people, 
for the first time in months, that there 
must be an end to reckless buying. A 
widespread revolt against high prices 
commenced that swept in its train prac- 
tically every commodity. Silk was no ex- 
ception. Its price broke badly. The 
market practically became demoralized. 
Depression set in, from which there has 
been very little recovery. 

This latter situation has existed since 
last February. 

One of the main reasons for the smash- 
up in the silk industry was the break in 
the Japanese silk market—itself a direct 
result of ranfpant speculation 
in Japan and the critical finan- 
cial condition in which that na- 
tion found itself last February. 
The Japanese situation brought 
trading in the silk markets al- 
most to a complete halt. 
Credit conditions over here 
were bad, and a number of im- 
portant consumers of the raw 
material found themselves in 
a seriously involved position, 
with large quantities of the 
commodity on hand, purchased 
at very high figures. 

An analysis of prices for raw 
silk since July, 1919, will show 
the remarkable rise and fall 
within the period of the past 
year, Though prices nearly dou- 
bled in the period July, 1919- 
January, 1920, they are nearly 
back now where they started 
from a year ago last sum- 


_* Years ending June 30. © 


By JOHN T. WINDSOR 


The rapid decline in silk prices during 
the past few months caused serious trade 
abuses. Both buyers of the raw and fin- 
ished commodity asked for adjustment of 
prices or cancellations of contracts. This 
led to a highly unstabilized condition, and 
it was thought the best policy to organize 
a Bureau of Contracts to provide for 
impartial judgment on each individual re- 
quest for readjustment or cancellation. 


Failures 


This action, however, was of no avail 
in preventing a large number of failures. 
Just before the end of the boom in the 
silk industry a number of small manufac- 
turers, inexperienced and without suffi- 
cient capital, but lured on by the attrac- 
tion of high prices, commenced their op- 
erations. They were caught in the sud- 
den drop. Many of them were forced into 
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bankruptcy. The actual number of fail- 
ures is not known but it must have reached 
a very large total. One investigation re- 
vealed that in the months March-August 
there were 62 failures actually recorded. 
In addition, there were many concerns 
that actually became insolvent but were 
aided either by the banks or by their own 
creditors. 

A number of manufacturers also shut 
down their mills.in order to avoid bank- 
ruptcy that would have otherwise been 
entailed. Others not so far-sighted waited 
for prices to come back and were finally 
forced into the hands of receivers. 

By the end of July, general stagnation 
was typical of the entire industry. . This 
is the situation today and important in- 
terests are convinced that artificial steps 
to induce renewed public buying are nec- 
essary. A national exposition is planned 
for next February as one meth- 
od of renewing public interest. 
Other steps will be taken. 

Conditions vary in different 
branches of the industry. The 
throwing industry is in a gen- 
eral slump, with many spindles 
reported idle. One of the biggest 
concerns in this field has re- 
cently been compelled to apply 
for a receivership. Dyers and 
finishers are in an unfavorable 
position with little business in 
sight. Knit goods have not 
suffered in proportion, owing 
to the unusual popularity and 
demand for silk sweaters for 
women. Broad silks are in the 
strongest position of any, with 
current styles favoring this ma- 
terial. 

Less Production 
The lack of demand for 
silks in general has caused 
drastic curtailment of pro- 








mer. This indicates the se- 
verity of the declining 
movement. The accom- 
‘panying chart shows how 
extraordinary were the 
fluctuations in prices for 
raw silk for the year. A 
similar movement took 
place in the price of the 





SILK SUPPLY AND DEMAND. 


Storage 
ist of mth. 


Storage 
Imports 
Bales 
27,076 95,097 \ 
15,270 80,296 , 
17,008 69,793 
20,275 64,732 
18,301 60,708 
17,272 63,101 


Total 
Bales 


end of mth. sumption 
Bales Bales 


duction on the part of manu- 
facturers. This is an under- 
estimated factor. It is the 
impression that there is a 
very large surplus in the 
finished commodity. This 
is erroneous. As a matter 
of fact, last year’s demand 


Con- 


30,071 
27,511 
25,336 
22,325 
14,869 
10,836 














finished article. 
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Denver & Rio Grande Railroad Co. 





A Railroad Corpse Wound in a Shroud of Eulogies 


Market Scribes Vie With One Another in Carrying Their Offerings to the Bier of 


VER since the recent rail market got 
under way there has been a deluge 
of buoyant literature on the la- 

mentable subject of Denver & Rio 
Grande. The company has been de- 
scribed as being in an interesting posi- 
tion, a puzzling position and a great many 
other kinds of positions. In spite of the 
countless encomiums, there are a good 
many canny speculators who are con- 
vinced that Denver, having been properly 
interred, is actually in a horizontal po- 
sition. 

There is but one interesting and puz- 
zling thing about Denver, namely, the 
date of its demise. Time has defaced 
the inscription, and the question can only 
be left to the railroad antiquarians— 
for example, those who determined the 
exact date when Baltimore & Ohio ran 
the first steam train. 

When the Rites Began 

The lavish attentions that have been 
bestowed on Denver & Rio Grande grew 
out of the distribution by Missouri Pa- 
cific of its holdings of preferred stock in 
1919. The market for this issue was 
warmed over a petroleum torch. It was 
announced that a mountain of oil-shale 
had been discovered along the right of 
way. This was true. A mountain of 
granite also was discovered. These dis- 
coveries were made years ago by the en- 
gineers who laid out the line, and they 
discovered so many mountains that they 
nearly missed discovering a _ railroad 
route. 

The directors of Missouri Pacific were 
a long time in reaching their conclusion. 
They made a careful study of the value 
of Denver & Rio Grande and of its earn- 
ing power, the result of which was to 
convince them that not even the preferred 
stock, to say nothing of the common, 
possessed an equity in assets or probable 
earnings after the Western Pacific judg- 
ment had been satisfied and interest 
thereon credited. Indeed,: they became 
satisfied that there was not sufficient 
equity in the assets to cover the judg- 
ment. Thus, there was no purpose to be 
served by paying an assessment on their 
own holdings of Denver stocks, and they 
decided to sell the senior issue. It is said 
that a sensitive conscience prevented the 
sale of the junior. 

A good many of the quasi-experienced 
—with the emphasis on the quasi—were 
deceived by the market in Denver pre- 
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Denver & Rio Grande 
By CHARLES REMINGTON 


ferred last year. They had seen older 
corpses resuscitated and they believed 
this one could be revived. In other words, 
speculators took a good deal of Mis- 
souri Pacific’s holding of Denver pre- 
ferred. Then, a more serious but belated 
contemplation of the subject brought a 
riper wisdom, and the speculators laid 
plans to pass along the loss. The experi- 
enced having reclaimed its loss from the 
quasi-experienced, the latter decided to 
practice a similar reclamation on the in- 
experienced. 


A Raid on Greenwich Village 

As is usual in such cases, the first pro- 
cess was the preparation of literature. 
As is quite unusual, the situation called 
for rare imagination and even a’ gift for 
fantasy on the part of the writers. Ac- 
cordingly a raid was made on the staffs 
of several well-known periodicals issued 
in Greenwich Village, and a horde of 
scribes began to re-establish their credit 
in the restaurants along West Fourth 
street. 

Thus, a subject that called for one 
jeremiad brought forth a chorus of trib- 
utes. Most of the leaflets were distrib- 
uted gratis; a few commanded a market 
on the news-stands. The free leaflets 
were the better of the two. The worst of 
those placed on sale may be called “The 
Financial Underworld,” and a few of the 
agonies it suffered in giving birth to this 
mortified corpse are re-echoed below: 

“Why has the receiver of the road 
[Denver & Rio Grande] authorized 
charging off to profit and loss an item of 
$37,930,478, being ‘the value as of March 
5, 1915, of investments in securities of 
the Western Pacific Railway Company, 
representing cash, labor, material, etc., 
advanced that company for construction 
purposes.’ ?” 

Well, the receiver charged off these as- 
sets, as is the custom, after he had deter- 
mined their worthlessness. 

Again, the article inquires: “Why has 
the interest on the unfunded debt of the 
Denver & Rio Grande increased from 
$1,170 in 1917 to $2,720,648 in 1918 and 
2,626,333 in 1919?” 

The answer will be found in the fact 
that interest began to run on the unsatis- 
fied part of the Western Pacific judg- 
ment. 

However, the humor of this analysis is 
not to be found in the simplicity of the 
questions and answers, of which impen- 


etrable mystery is made, but in the fact 
that such questions should be used to 
preface an article designed to reach a fa-. 
vorable conclusion. 

In referring again to the Western Pa- 
cific judgment, the article says: 

“But how, and how much is still to be 
paid nobody seems to know or cares to 
say, and, what is more vital, until an of- 
ficial statement is issued the public and 
the holders of Denver & Rio Grande se- 
curities are ‘up in the air.’” 

The amount is exactly stated in the 
balance sheet as of December 31, 1919, 
under deferred liabilities, and is given as 
$36,533,264.24. 

No point is here made, however, of the 
ignorance displayed in the quoted sen- 
tence, but stress is laid on the fact that 
the author, knowing of the judgment, 
could still feel hopeful of the stocks. 


Saddling the Blame on Messrs. Esch and 
Cummins 


After warning Denver stockholders 
that they will have to pay an assessment 
—a thing they will not have an oppor- 
tunity to do, because they will probably 
be wiped out by foreclosure—the author 
says: 

“A merger of the Denver and Western 
Pacific would be logical under the cir- 
cumstances, and may likely be worked 
out .under the terms of the Esch-Cum- 
mins Act.” 

If Denver is sold under execution of a 
judgment or foreclosure of a mortgage, 
the buyer would be proceeding under the 
Esch-Cummins Act about as much as un- 
der the Volstead Act. 

What will happen to Denver & Rio 
Grande is pretty clearly indicated in the 
letter of the protective committee to 
holders of the adjustment mortgage 7% 
bonds. Referring to the trust agreement 
covering Western Pacific 10-year 4% 
notes, the letter says: 

“The trust agreement, in addition to 
usual and suitable provisions for the pro- 
tection of the notes, will provide that, in 
event of the foreclosure of the adjust- 
ment mortgage, in effecting a reorganiza- 
tion of the Denver & Rio Grande Rail- 
road Company, or its successor, first and 
refunding mortgage 5% gold bonds of 
that company, of a like face amount, or 
other security equally satisfactory to the 
trustee, or trustees, of the trust agree- 


(Continued on page 802) 
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Canadian Pacific Railway Co. 





Canada’s Greatest Road Judged By American Standards 


Company's Property Carried at $64,000 a Mile Contrasted With Value of Around $85,000 a 
Mile Set by Representative American Roads—The Shadow of Government Competition 


HE fundamental conditions under 

which American railroads have op- 

erated and will operate in the im- 
mediate future have been made pretty 
clear to readers of this MaGAzINE in the 
past year, but as these conditions are 
different in Canada, they must be under- 
stood before one can possess a definite 
understanding of the position and pros- 
pects of Canadian Pacific. 

In order that the American situation 
may be used to expound the Canadian, 
let me construct a hypothetical case. As- 
sume that Central Pacific, Union Pacific, 
Chicago & Northwestern and New York 
Central were merged into one system un- 
der private operation, and the rest of the 
roads in the United States were owned 
and operated by the Government. Then 
you would have in this country a- rail- 
road situation fairly comparable with the 
one that exists in Canada. 

What would happen under such an as- 
sumed case is obvious. Under a level of 


rates that would enable the Government 
lines to earn a fair return the corporate 
system would earn an excessive return. 
Under a level of rates that would enable 
the corporate system to earn only a fair 


return, the Government lines would op- 
erate at a deficit that would have ‘to be 
met by taxation levied either on the pub- 
lic as a whole or on that part of the pub- 
lic that owned the corporate system. 
Until recently a level of rates existed 
in Canada that would have produced the 
first alternative. Under these rates the 
Canadian Pacific barely covered its divi- 


By DANA HYDE 


without traffic excuse and operated with- 
out transportation skill. 

In other words, while the Canadian 
rate level rests on the Canadian sense 
of a square deal rather than on a 
statute, the Canadian Pacific, unlike the 
Union Pacific, Lackawanna, Norfolk & 
Western, Philadelphia & Reading and 


similar roads, is permitted to retain: 


whatever it earns. 
Value of Canadian Pacific 


Although it has become fashionable to 
disregard book values, there are a few 
who cling to the opinion that such exhibits 
are useful so far as they tend to disclose 
asset values. This is particularly true of 
a railroad. In this country railroad earn- 
ings henceforth will be partly limited by 
asset values, while in Canada or elsewhere 
public opinion will go far toward influenc- 
ing rates providing only a reasonable re- 
turn on such values. 

In the case of the Canadian Pacific, 
there is another reason for giving due 
consideration to the subject of the com- 
pany’s investment. At present the Cana- 
dian Pacific represents a little less than 
half the Dominion’s mileage, but, mile for 
mile, more than half the value. It is vir- 
tually the only railroad property left in 
corporate hands. Wherever such a situa- 
tion has existed in the past, it has led to 
complete socialization of the facilities or 
a complete return to private ownership 
and operation. In other words, competi- 
tion under public and private operation is 


ticians who proposed a five-year extension 
of Federal control of the railroads real- 
ized that the owners would be glad to ac- 
cept most anything for their property be- 
fore the end of the period. 

Canadian Pacific has nothing whatever 
to fear from a return of the present Cana- 
dian National Railways to their former 
owners or from a resale to other owners. 
It has and always will have the best ter- 
ritory in the Dominion, and, while it will 
find the competition of the Government 
easier than that of the former companies, 
it never suffered greatly from any kind 
of competition. 

It is not unlikely, however, that Cana- 
dian taxpayers, after a few years of 
Government operation, will decide that, 
if they are going to be burdened with the 
deficits of the business, they will take the 
profits. To carry such a decision into ef- 
fect, they will have to buy Canadian Pa- 
cific, and the purchase price will cer- 
tainly bear some relationship to the 
worth. 

_ Aspects of British Conservatism 

In attempting to compare the accounts 
of Canadian Pacific and of the average 
railroad in this country, the investigator 
is confronted at the beginning with the in- 
comparability of British conservatism and 
American enthusiasm. Canadian Pacific 
includes 13,388 miles in its traffic returns, 
earnings of the rest of the system being 
reported as income from investments. Of 
the mileage directly operated, 8,582 miles 
are owned in fee and the rest held under 











dénd in 1919 and would not have done so 
in 1920. Meantime, the Government lines 
were operating at a deficit that would 
have amounted to $40,000,000 this year 
without the benefit of the rate increases. 

There are these further differences in 
the American and Canadian railroad sit- 
uations. In Canada there is no law re- 
quiring the Dominion Board of Railway 
Commissioners to establish a schedule of 
tariffs that will provide a fixed rate of 
return on the value of the property de- 
voted to railroad service. On the other 
hand, Canada refused to adopt the com- 
munistic principle incorporated in the 
Esch-Cummins Act providing that the in- 
telligently planned and efficiently operated 
roads should be directly taxed for the in- 
direct support of the roads laid down 
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not long possible. It must be either one. 

The municipality of San Francisco of- 
fers an illustration. The city paralleled 
the corporate lines and operated at a loss. 
The good-will value of the company’s 
property was destroyed and the munici- 
pality could make no money. In this sit- 
uation there was nothing for the city to 
do except to buy or sell, and public opin- 
ion in San Francisco favors the former. 
With the same purpose ‘in view, the poli- 


lease. The railroad property in fee own- 
ership was carried on the books at the 
close of 1919 at $548,458,756, or about 
$64,000 a mile. On the same date South- 
ern Pacific’s 11,000 miles were carried at 
about $1,000,000,000, or $90,000 a mile, and 
Atchison’s 8,662 miles at $731,000,000 or 
about $84,000 a mile. Either of these 
roads is fairly comparable with Canadian 
Pacific. Atchison in particular has earned 
(Continued on page 763) 
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What I Would Do If I Held 


Financial Position of Keystone Tire Does Not Attract “H. K.”—Numerous Discriminatory 
Rail Switches Suggested by Other Staff Members 


Rail Bonds & Preferred Stocks.— 


In the belief that St, Louis-San Fran- 
cisco adjustment 6s and income 6s are 
selling too low for quite a number of 
other railroad issues, I have selected 
several securities which, in my opinion, 
could be profitably switched into one 
or both of the ’Frisco bonds. 


St. Louis-San Francisco adjustment 
6s at 67 return 9% flat, and the price 
is carrying 3% of accrued interest. The 
income 6s at 57 return 10.5% flat, and 
the price is carrying 6% accrued inter- 
est. Both bonds will have sold “ex” 
on October 1. 

Rock Island 6% preferred is selling 
around 69, at which the return is 8.7%. 
Baltimore & Ohio preferred is selling 
around 51, at which the return is 7.8%. 
Kansas City Southern preferred is 
selling around 46%, at which the re- 
turn is 8.6%. New Orleans, Texas & 
Mexico income 5s are selling, around 
58, at which the return is 8.6%. South- 
ern Railway preferred is selling around 
63, at which the return is 7.9%. Pitts- 
burgh & West Virginia preferred is 
selling around 73, at which the return 
is 8.2%. 

None of the foregoing issues can 
rank as a high grade investment and 
none has any speculative feature at- 
tached. In other words, every issue is 
now paying ail a holder can ever expect. 
With the possible exception of Pitts- 
burgh & West Virginia preferred, none 
of the foregoing issues is as well se- 
cured as the ’Frisco adjustment 6s. 
With the further exception of Southern 
Railway preferred, none is better se- 
cured than ’Frisco income 6s. 

In the kind of market we are having, 
and without any improvement in the 
credit situation or ease in money rates, 
the adjustment 6s should be selling on 
an 8% basis and the income 6s on a 9% 
basis. Expressed in terms of price, 
this would be 75 for the adjustment 
6s after October 1, or 78 prior thereto, 
and 66% for the income 6s after Oc- 
tober 1, or 72% prior thereto. 

In other words, there should be 11 
points profit in the adjustment 6s and 
15 points profit in the income 6s pur- 
chased around present levels. I would 
therefore switch any of the issues men- 
tioned into the ’Frisco bonds.—C. R. 

St. Louis Southwestern.—St. Louis 
Southwestern preferred has moved rather 
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rapidly from 20 to 45 and the common 
from 11 to 37, or an advance of more 
than 100% for the senior issue and more 
than 200% for the junior. When these 
stocks were recommended to readers of 
this Macazing, the preferred was selling 
at 25 and the common at 14. I believe 
that buyers around these levels should 
now sell enough stock to write down to 
nothing the remainder that they continue 
to hold. This would necessitate selling 
somewhat more than half the original 
amount of preferred and somewhat less 
than half the original amount of com- 
mon.—R. 


Chicago & Alton 3%4s of 1950.—Al- 
though Chicago & Alton 3%s of 1950 are 
not selling at or near the low price, it is 
certain that any who have held the bonds 
for a long period—and this would include 
all investors who hold them—have a loss 
at the market. Generally speaking, it is 
unwise to counsel investors to sell in- 
terest-bearing securities for the purpose 
of purchasing speculative issues, but I 
am apprehensive lest this bond should not 
continue to bear interest much longer, 
and the loss at the market for most hold- 
ers will be so great that a switch into an- 
other investment’ issue holds out little 
hope of a full reclamation. With the 
company already in default on one mort- 
gage, the 3%s are little better than a 
speculative stock, and I would rather put 
my money in a company that has just 
emerged from reorganization than in one 
on the verge of entering. 


Chicago & Alton operates under one 
form or another about 975 miles of road, 
but of this 295 miles are held under lease 
and owned by companies whose stocks, 
underlying all of Alton’s bonds, are out- 
standing in the hands of the public. This 
leased mileage is a part of the main line 
and includes the company’s entrance into 
Chicago. Without this mileage, Chicago 
& Alton would have little more than a 
scrap value. Obviously, this weakens all 
the company’s mortgages. 


Underlying the first lien 3%s, which 
are a first lien in little but name, are 
$45,350,000 3s of 1949, secured by a first 
mortgage on 595 miles of road and by a 
lien on the leaseholds. The 3%s of 1950, 
of which $22,000,000 is outstanding, have 
a first lien security on only 85 miles of 
branches. Including all the mileage, the 
bonds are outstanding at the rate of $32,- 
240 a mile, subject to the refunding 3s at 
the rate of $76,205, or a total of about 
$108,000 a mile. 

Following the 3%s of 1950 are $16,834,- 
000 general 6s of 1932. As these bonds 
are owned by Union Pacific and a syndi- 
cate of bankers, there is no public inter- 
est in them, and this probably accounts 
for the fact that the non-payment of in- 
terest for two years has occasioped so 
little comment. 


In a reorganization it is obvious that 
the 3%s would receive better treatment 
than the 6s, but sight should not be lost 
of the fact that the former are in weak 
hands and the latter in strong. 


The 3%s are now selling around 38, and 
if I held them I would sell them and use 
the proceeds to buy Western Pacific com- 
mon selling around 32. There will be a 
temporary loss of interest, but I think 
Western Pacific common will be on a divi- 
dend basis before the security issued in 
lieu of the Chicago & Alton 3%s is pay- 
ing the holder.—R. 


Keystone Tire.—The altered status 
of the tire industry makes it evident 
that the smaller companies are in for a 
period of stress. This applies particu- 
larly to newer companies like Key- 
stone. This company, it is true, re- 
ports a fair-sized working capital, ag- 
gregating about $12 a share, but a good 
proportion of working capital is repre- 
sented by an excessive amount in in- 
ventories. The present condition of 
the tire industry makes this a decided 
handicap. 


The company’s management 
added incessantly to capitalization so 
that today it stands with a capital debt 
of $3,039,195 in $10 par shares. In 1918, 
Keystone earned $5.21 a share. Last 
year, the company earned $3.05 a share, 
and it is thought that earnings will 
be even smaller this year. In other 
words, capitalization has been in- 
creased,. with earnings per share on 
the downward trend. 


The stock has an asset value of about 
$14 a share, which compares with its 
current market price of around $17. 


With its small asset value in mind 
and its prospect for smaller earnings, 
I can see no great attractiveness about 
this stock. At its present price, it 
yields only about 7%, which is an un- 
satisfactory return for a highly specula- 
tive issue of Keystone’s prospects. 


The stock has undergone a prolonged 
liquidating movement and this would, 
on the surface, seem to indicate that the 
discounting process is a thing of the 
past. But it is well to bear in mind 
that when Keystone sold 75 points 
higher, it sold at a price which was 
grotesque, considering its real value. 
In other words, the fact that it has 
once sold at a very high price does not 
mean that it has possibilities of doing 
so again. 

A switch into Miami, which sells only 
two points higher, and which pays $2 
a year as against Keystone’s $1.20 divi- 
dend, would be desirable. This good 
little stock has speculative investment 
merits, too, which Keystone cannot 
boast.—H. K. 


has 
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The New Champion of Long-Distance Communication 


World-Wide Service Planned by Successor of Marconi Co.—General Electric and Amer. Tel. 
& Tel. Heavily Interested in Giant Undertaking 


SHORT time ago it was an- 
A nounced that the General Elec- 

tric and the American Telephone 
& Telegraph companies had become 
financially interested in the Radio 
Corporation of America. Newspapers 
mentioned some of the details attending 
the transaction, but, to the writer’s 
knowledge, nothing was said about the 
significance of the relationship, namely: 
that wireless communication had 
reached the point where it was threat- 
ening to become a serious competitor 
of the cable and telegraph companies, 
and the protection of the immense 
amount of capital invested by them 
would be furthered through possessing 
some means of possible control over 
the activities of the new rival. 


The First Cloud in the Telegraph Equip- 
ment Field 


For years, the General Electric and 
its associated companies supplied ma- 
terials to the cable, telephone and tele- 
graph corporations; in fact were, to a 
large extent, the manufacturing ends 
of these public utility enterprises, which 
cost many millions of dollars to estab- 
lish, maintain and operate. The first 
real cloud in an otherwise clear mo- 
nopolistic sky appeared in 1907, when 
trans-oceanic communication was estab- 
lished by the Marconi Company be- 
tween Ireland and Nova Scotia. At 
first, this service was used mainly by 
newspapers, but, being so successful, 
business men soon realized its advan- 
tages and in 1908 wireless was opened 
to general public communication be- 
tween Great Britain, Canada and the 
United States in direct competition 
with the submarine trans-Atlantic 
cable facilities. 

Despite physical obstacles, patent 
litigation and lack of adequate work- 
ing capital, wireless progressed until 
the European war broke out, when 
Great Britain took over the control of 
stations in that country, an act that 
was followed by the United States in 
1917 when it declared war upon Ger- 
many. 

The rate of development naturally 
was checked under these conditions, 
but after the armistice was signed the 
American Marconi Company announced 
that its chief engineer, Roy A. Wea- 
gant, had discovered and patented a 
system which claimed to prevent the 
interference or “crossing,” of one 
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wireless message with another, regard- 
less of their number. Prior to this 
time the chief operating obstacle was 
the presence of “static” or uncontrolled 
electricity in the air, which caused mes- 
sages to become not only indistinct 
but at times impossible of correct in- 
terpretation. This condition obviously 
was a fundamental weakness of the 
wireless system; and although the Wea- 
gant patent up to this writing has not 
fully. corrected the situation, yet big 
strides have been taken to solve the 
problem. 


THE AMERICAN MARCONI COMPANY 


The leading corporation operating 
wireless communications in the United 
States was the Marconi Telegraphic 
Company of America, originally organ- 
ized to operate the Marconi and other 
patents in this country and dependen- 
cies in connection with the Marconi 
Wireless Telegraph Company, Ltd., of 
Great Britain, which owned about 25% 
of the American company’s stock. 

During the war, however, the Gov- 
ernment objected to this stock interest 
of the English or any other foreign 
company, and plans having been consid- 
ered to secure permanent Federal con- 
trol over wireless communications, the 
American company decided that it 
would prove more advantageous to ob- 
tain a 100% national character of own- 
ership on account of the long-range 
plans it had set for its goal. Arrange- 
ments were therefore made by which 
the English company agreed to sell its 
stock. The General Electric Company 
was quick to avail itself of the oppor- 
tunity to negotiate for the shares, it 
having developed certain long-distance 
and other radio devices. As a result 
it was decided to organize a new cor- 
poration. 


THE RADIO CORPORATION 


Capitalization of the American Mar- 
coni company was $10,000,000, all of 
one class of stock with a par value of 
$5. The new Radio Corporation of 
America was accordin y formed with 
a capitalization of 5,6. ,000 shares of 
$5 par value 7% preferred stock, cumu- 
lative as to dividends after 1923; and 
5,000,000 shares of common stock of no 
par value. 

An agreement was entered into with 
the General Electric Company concern- 
ing present and future patent rights, 
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the manufacture of patented apparatus 
and devices exclusively by the com- 
pany for the Radio Corporation and 
the sole right to the Radio Corporation 
to sell the patented radio apparatus 


and devices of the General Electric 
Company. 
The General Electric Company 


therefore appropriated $2,500,000, part 
of which was to be used to acquire the 
English company’s stock in the Ameri- 
can Marconi Corporation and the re- 
mainder to be paid in cash to the Radio 
Corporation or expended directly for 
its benefit. A total of 135,174 shares 
of the new Radio Corporation’s pre- 
ferred stock and 2,000,000 shares of the 
common stock were issued to the Gen- 
eral Electric Company, which also 
arranged an agreement with the Eng- 
lish Marconi company permitting the 
Radio Corporation to increase the 
powers and privileges held by its pred- 
ecessor outside of the United States 
and its dependencies. Among other 
things, this agreement provided for the 
formation of a South American hold- 
ing company managed and owned by 
the Radio Corporation, which would 
own a majority of the stock of various 
companies. which were to build wire- 
less stations in South America for com- 
munication, first with the United States 
and Great Britain and later with other 
countries. 

The American Marconi company 
stockholders received one share of pre- 
ferred and one share of common for 
each share of the old stock. As there 
were approximately 2,000,000 old shares 
outstanding, this action resulted in the 
issuance of 2,000,000 shares of new 
common, which, together with the 
amount issued to the General Electric 
Company, made 2,135,174 shares of pre- 
ferred and 4,000,000 shares of common 
stock of the Radio Corporation out- 
standing, without allowing for that sup- 
posed to have been acquired recently 
by the American Telegraph & Tele- 
phone Company. 

As to the remaining shares of Radio 
preferred, the General Electric Com- 
pany agreed to accept part of it at 
par ($5) in payment for supplying the 
new corporation with the so-called 
“Alexanderson alternators,” said to be 
the clearest and most powerful long- 
range wireless transmission instru- 
ments in the world. 
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Basis of Exchange 

Under the stock exchange arrange- 
ment, it would seem that the old Mar- 
coni stockholders, possessing about 
2,000,000 shares, surrendered their 100% 
interest in the company for only a 40% 
interest in the new corporation and, in 
addition to forfeiting control, parted 
with a 5% dividend-paying stock for 
two shares of new stock, the earliest 
dividend on which cannot be expected 
until 1923, if then. Just how advan- 
tageous this will work out for them re- 
mains to be seen, although it cannot 
be denied that the entrance of General 
Electric and American Telephone and 
Telegraph companies makes possible 
in shorter time the devetopment of the 
former company’s ambitious plans for 
“world-wide wireless” service. 

The General Electric: Company is 
noted for its efficiency, and the pres- 
ence of the following men on the 
board of Radio Corporation indicates 
that it will have the benefit of a wealth 
of experiexce in directing its policies: 
Gordon Abbott, director of General 
Electric; A. G. Davis, vice-president; 
O. D. Young, another vice-president, 
who is chairman of the board of Radio 
Corporation. The American Telephone 
& Telegraph Company is represented 
on the board by W. S. Gifford, one of 
its vice-presidents. 


Earning Power 

For some seemingly unjustifiable rea- 
son, the old Marconi company did not 
issue any 1919 financial statement or 
income account to its stockholders up 
to the time (November, 1919) its assets 
were sold to the Radio Corporation. 
As the latter is not yet a year old, no 
annual report is due 


which there is an official public record, 


shows an increase in income as follows: 


Pets dddhens oaanan $177,316 
6 SOOO ST 259,888 
ST de venegrwecanesene 617,772 
Bets pidtinnts dade 711,841 


The best year (1918) showed earn- 
ings amounting to only about 35 cents 
a share after reserves for depreciation, 
expiration of patents, etc., out of which 
25 cents per share were distributed in 
dividends. It would be interesting to 
know, however, what actual and con- 
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Radio's Prospects 

The expansion of the Radio Corpora- 
tion’s business is limited only by the 
amount of time and money required 
to install and equip forwarding and re- 
ceiving stations in the various coun- 
tries of the world with which com- 
munication is desired. The cost is far 
below that of stringing submarine 
cables and land wires and, what is more 
important, the comparative costs of 
maintaining and operating the stations 
is much in favor of wireless. While 
wireless May not entirely supplant the 
present cables, yet it seems to be a 
fact that it is destined to handle the 
majority of trans-oceanic messages and 
that no new cables of importance will 
ever be laid. 

Some idea of the relative rates for 
service is indicated by the following 
figures, which represent cost per word 
from New York City to the countries 
mentioned: 


Cable Wireless 
Great Britain ........ 25c 17¢ 
NR ve nenescenes«d 35c 24c 
DE ciccosavhaceee 38c 26c 
Ed oe eae aa 35c 25c 
SE deci cantnethc 36c 36c 


The wireless rate to Germany is on 
a parity with that of the cable but the 
service is said to be quicker. The 
other figures tell their own story, and 
as the development of wireless com- 
munication progresses the Radio Cor- 
poration possibly can furnish service 
at lower prices than those cited and 
continue to make a good profit. 

It is expected that service between 
the United States and South American 
countries will be in operation within 
the next three to 








until after the close 
of its: fiscal year. 
Under these’ cir- 
cumstances, the old 
stockholders evi- 
dently were not in 
a position to judge 
the actual basis upon 
which the exchange 
for Radio stock was 
effected or to know 
how much General 





Electric paid per 
share for its Radio 
stock. In this con- 


nection, the official 
statement naively 
says : “135,174 shares 
of preferred stock 
and 2,000,000 shares 
of the common stock 
have been issued to 








five years and open 
a new, prolific source 
of revenue. Com- 
munication is open 
to Japan and other 
countries at lower 
than current cable 
rates; and after the 
company’s program 
of trans-oceanic 
service is completed, 
it is expected to in- 
augurate trans-con- 
tinental service be- 
tween distant cities 
in the United States, 
Canada and Mexico. 
In addition it is 
probable that a sys- 
tem of wireless tele- 
phony will be per- 
fected for long-dis- 








the General Electric 
Company.” It is 
thought, however, 
that the plan in its 
entirety should ulti- 
mately work out sat- 
isfactorily to the old stockholders. Insofar 
as any current monetary loss is concerned, 
their one share of new preférred and com- 
mon at present have a combined mar- 
ket value of about $6.25—or approxi- 
mately the former prevailing price of 
the old common. 

A glance at the Marconi company’s 
net earnings for the last four years, of 
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Photo by Underwood & Underwood. 
Above is shown the high steel tower of the big wireless station at Tuckerton, 
N. J. Below are the new high-power instruments designed by Marconi to utilize 


extremely short sound-waves. 


tingent profits w™ made or payable in 
1919, as it is saidthat the Marconi com- 
pany had certain important claims 
against the Government in addition to 
the compensation to be allowed for the 
use of the facilities taken over during 
the war. Their payment should prove 
a substantial addition to the company’s 
income account. 


tance communica- 
tion, but the prob- 
lem of word control, 
or secrecy, should 
prove difficult. 


Development Will Take Years 
As stated before, it may take years 
before the foregoing plans are com- 
mercially developed, but wireless seems 
ordained to bear the same relation to 
present long-distance communication 
methods that electricity bears to gas. 
Little wonder, then, that the American 
(Continued on page 800) 
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Bethlehem Motors Corporation 





Bethlehem Motors Receivership—the Way Out 


Company’s Most Pressing Need Is for Cash, but with Shares Non-assessable, Notes or Bonds 


HE Bethlehem Motors Corporation is 

not a large concern, comparatively 

speaking, but when it was compelled 
to enter into a receivership last August, 
the financial community experienced a 
disagreeable shock. Yet the circumstances 
under which the receivership was effected 
give this development a less serious aspect 
than would be true under ordinary con- 
ditions. Though in the hands of a re- 
ceiver, the company is by no means bank- 
rupt. In fact, the company’s assets, as 
admitted by the creditors, are consider- 
ably in excess of liabilities. 


The Cause of the Trouble 


The recent misfortune of the company 
was due to unwise management. A large 
and unbalanced inventory and the capital 
requirements of an expansion program 
undertaken since the beginning of the 
year were mainly at fault. New plant 
extensions were effected at the same time 
that working capital decreased with the 
result that, when it was pressed for pay- 
ment, the company found itself without 
sufficient cash on hand to meet its current 
obligations. A meeting of creditors was 
held and the final decision was to apply 
for a receivership. 

The creditors, however, are unwilling to 
further embarrass the company, and, 
evidently having faith in the ultimate out- 
come, are content to bide their time. In 
the meantime, operations are being con- 
tinued. The company has no difficulty in 
making: financial arrangements to secure 
needed material, and is proceeding at a 
satisfactory rate so far as production is 
concerned. 

In August, 420 trucks 


Appear Best Solution 
By WILLIAM H. CROSBY 


only averaged about 25% of the total ex- 
port trade for the company. Bethlehem 
Motors sells its products in all parts of 


BETHLEHEM MOT 
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the world, and does a fair amount of 
business with Central and South America, 
Australia and the Orient. 

While the export field has been the 
main source of business, the company has 
recently shown decided inclination toward 
expansion in the domestic field, as well. 
It was partly for this reason that new 
plant extensions were ordered at the be- 
ginning of the year. In time, the present 


management hopes to have the volume of 
its domestic business measure up to that 
of its export department. 

In addition, Bethlehem Motors 
made some tentative steps in the directio 
of manufacturing passenger cars. Owir 
to its present financial condition, how- 
ever, nothing further will be done along 
this line and the company will continue 
to specialize in truck manufacturing. 


Poor Management 


The company’s present difficulties, ; 
stated above, are the result, mainly, 
the non-conservative character of the com 
pany’s management. Those formerly re- 
sponsible for the company’s policies evi- 
dently over-estimated its business 
look and tied up large sums in new plant 
equipment and in inventories. In the five 
months, July-November, 1919, the amount 
invested in plant equipment increased 
from $816,800 to $1,372,307. In addition, 
during the same period, the company 
found itself completely tied up with a 
very large inventory account, amounting 
to close to $1,500,000. While business con- 
tinued to improve, improvement was not 
rapid enough and the result was a steady 
decrease in working capital. 

At ‘the end of 1919, fresh working capi- 
tal to the extent of about $1,200,000 was 
secured through the issuance of 43,334 
shares, to which shareholders were priv- 
ileged:to subscribe at the rate of $28 a 
share. This brought the total number of 
outstanding shares up to 173,334 shares 
of no par value. 

But the same error which had hitherto 
led the management to tie up its liquid 
capital in undertakings not 
immediately productive per- 


out- 





were manufactured. Cu- 
riously enough, although it 
was the month of the re- 
ceivership, this was the big- 
gest monthly output in the 
history of the company. 
Owing to the slump in the 
general automobile business, 
including the truck  in- 
dustry, it is thought that the 
monthly average of produc- 
tion from the present up to 
the end of the year will not 
come up to August figures. 
Nevertheless enough orders 
are on the books to make a 
very respectable showing. 


Export Business 


There has been general 
misapprehension that the 
company depends upon its 
export trade to England 
for the bulk of its orders. 
This proves to be far from 





sisted, and instead of con- 
serving the additional $1,- 
200,000 for working capital 
purposes, it promptly pro- 
ceeded to make further ex- 
tensions to its property. 
The extensive building pro- 
gram mapped out soon di- 
minished the then available 
working capital, and in Au- 
gust cash had dwindled to 
a point which made the re- 
ceivership inevitable. 

The immediate problem 
facing the company is to 
Secure enough funds to 
bring working capital up to 
a Satisfactory level. At pres- 
ent the creditors are show- 
ing a disposition to co- 
operate with the receiver 
This generous attitude is 
more than accounted for by 
the fact that the company is 








the case. As a matter of 
fact, according to one of 
the company’s officials, ex- 
port trade to England has 
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A BETHLEHEM MOTORS CORP. PRODUCT 


Making a well designed and sturdily constructed motor truck, 
the company’s output in August totaled 420 machines 


solvent. According to late 
reports, it has about $4,- 
900,000 in assets, and lia- 
(Continued on page 794) 
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Shredded Wheat Co. 
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How a Lunch-Money Investment Grew Into a Fortune 


The Story of the Shredded Wheat Company’s Struggles—How It Became Rich Enough to 
Operate the Finest Industrial Building in the World 


NE time a young man who had bat- 
QO tled long with unkind Fate sought 

new fields for work and landed in 
Chicago with just enough money to pay 
his living expenses for a week. He founda 
room, paid one week in advance, and with 
the balance of his capital sought one of 
those places where it used to be possible 
to buy a weekly meal ticket, 21 meals for 
$3.50. He found such a place and paid 
over his last sou. 

“Now, whatever happens I’ve got a 
place to sleep and meals for one week,” 
he said; “and before the week is out I 
surely will land a job.” 

The next day he hastened to the hash 
house for breakfast. This is the sign he 
read pasted on the door: 


CLOSED 
By Orper cF SHERIFF 


There was also a young man in Boston, 
“Gussie” they used to call him, the son 
of a stockbroker, whose chronic state was 
lack of odd change at the lunch hour. 
He worked in the office of his father and 
drew a small salary, and he was not re- 
quired to pay board at home, but as for 
financing the noon-time lunch, it was be- 
yond his financial capacity. 

Often he went without lunch, but more 
often he made a gentlemanly touch of the 
bookkeeper, or the cashier, or the board 
boy or one of the several partners of the 
firm for lunch money, and he rarely found 
it convenient 
to pay back these 


By JOSEPH F. PRESTON 


at Niagara Falls, N. Y. Funds had run 
low and to help out the president of the 
company, who was also the inventor of 
the product, he had taken 9,000 shares 
of the stock as a part payment on his 
long over-due account. 

Nobody seemed to want that stock. 
The contractor had hawked it about 
among his friends in the banking busi- 
ness and given options on it to several 
outside brokers. All confessed themselves 
unable to get any kind of a bid. It did 
not pay dividends and the corporation 
owed a lot of money on its new plant at 
Niagara Falls. The contractor asked $11 
a share for his stock. Gussie’s father had 
made a successful turn in the market, 
was feeling flush, and to help his friend 
the contractor out he took a thousand 
shares of the stock at $9 a share, and 
turned it into Gussie’s Lunch Money 
Pool. 

In addition to this 1,000-share block of 
Shredded Wheat stock, Gussie’s father 
also put 10 shares of United Fruit, 10 
Swift & Co., and 10 American Sugar into 
the pool. 

He had his lawyer fix it up so that the 
son could not touch the stocks under a 
trust agreement by which the income was 
paid over to Gussie, and the shares are 
so held to this day. 

This was fifteen years ago, and ever 
since Gussie has been getting his lunch 
money from that fund, and notwithstand- 


new stock subscriptions, and American 
Sugar has never failed to pay its divi- 
dend. But the big winner in this Lunch 
Money Fund was the Shredded Wheat 
Company stock. 

It was several years before the stock 
paid a dividend. Then it began in a small 
way, and for the last dozen years has been 
steadily paying dividends and is now on 
a firmly established 8% basis. Around 
present prices that thousand shares of 
Shredded Wheat stock has a market value 
of $135,000, and it brings in a yearly in- 
come of $8,000. Gussie is now a success- 
ful automobile manufacturer, ard lack of 
lunch money has long since ceased to be 
a problem with him. But when he gets 
these dividend checks for that Shredded 
Wheat stock he has great respect for his 
father’s judgment. 


The “Inventor” of Shredded Wheat 


The man who invented shredded wheat 
and the first president of the Shredded 
Wheat Company was Henry D. Perky, 
who died about a dozen years ago. In 
many respects he was a genius. He is 
the man that really first introduced the 
quick lunch, and the broad-armed self- 
service chair. He was also the first man 
to attempt the manufacture of all-steel 
cars. This resulted in failure. The plant 
which he had built and equipped to manu- 
facture steel cars burned to the ground 
just as he was on the point of opening it. 

He found it im- 
possible at that 





trifling loans. 





Father Takes a 
Hand 


His father 
watched this for 
months and 
months. It pained 
him greatly to 
think that a son 
of his had such 
small financial ca- 
pacity, and one 
time when things 
were going very 
nicely with him in 
the market the old 
gentleman con- 
ceived the idea 
of establishing a te) 





time to raise ad- 
ditional funds for 
the building of a 
new plant and 
abandoned the en- 
terprise. 

This so preyed 
on his mind and 
weakened him 
physically that he 
became ill, and his 
doctors told him 
that he could live 
but a few months. 
He went to Den- 
ver, Colo., to recu- 
perate, and there 
began experiment- 
ing with wheat in 
an effort to find 
a new kind of 








“lunch trust fund” 
Gussie. He 
evolved the plan of 
buying a_ limited 
amount of food stocks and holding them 
in trust for his son. “I’m going to fix 
Gussie so he will be sure of his lunch 
money for the rest of his life,” he told 
his lawyer, 

One of the clients of Gussie’s father 
was a building contractor who had built 
the new $2,000,000 Food Conservatory, as 
the inventor of Shredded Wheat called it, 
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THE SHREDDED WHEAT FACTORY AT NIAGARA FALLS. N. Y. 


ing that the cost of food has enormously 
increased since that time, Gussie has 
found his income increasing also; in fact, 
it has more than kept pace with advanc- 
ing prices. 

The United Fruit and Swift stocks have 
been consistent dividend payers, and have 
also disbursed several extra dividends 
and have issued several valuable rights to 


wheat food prod- 
uct. He conceived 
the idea of shred- 
ding wheat, first boiling the wheat kernels 
and then running them through steel roll- 
ers, one of which was smooth and the other 
grooved. This worked out successfully 
and for a long time he existed solely on 
this new food. It agreed with him, and 
he recovered his health. With a limited 
capital he started to exploit his new food 
discovery. 





He bought out a small restaurant in 
Denver and here he started the first and 
original quick lunch service restaurant in 
this country and installed his wide-arm 
service chair, designed by himself. He 
advertised his new “Natural Food,” as 
he called it, and business at the little 
restaurant was very good. There was 
only one way to get shredded wheat; one 
had to come to that particular restaurant 
and eat it off the wide-armed chairs. 

Mr. Perky then conceived the idea of 
manufacturing shredding machine on a 
large scale, much like a coffee grinder, and 
selling these direct to the housewives and 
allowing them to make their own shred- 
ded wheat. He built a great many of 
these machines, only to discover that the 
housewives didn’t want them, wouldn’t 
buy them and absolutely refused to en- 
thuse over his new food product. 

Determined to seek new fields, he sold 
his restaurant and with the proceeds re- 
moved to Boston, where he arrived with 
a capital of exactly $1,500. They were 
holding a food fair in the Mechanics’ 
Building, and he rented a space and in- 
stalled his machinery. Not only was he 
an inventor but he was also a very good 
promoter. He found several Boston capi- 
talists to listen to his explanation of 
what constituted proper food and to sam- 
ple his new food product, and he induced 
them to make an investment in a com- 
pany which he called the Cereal Food 
Machine Company. 

When the fair closed he leased a small 
vacant factory on Ruggles street in Bos- 
ton, located on almost the exact spot 
where now are the big laboratories of 
Liggett’s great United Drug Company. 
In this plant he began to manufacture 
shredded wheat and packing it in pack- 
ages, in almost identically the same kind 
of a package in which this cereal food is 
sold today. 


Public Not Easily Won 


His output was away ahead of consump- 
tion. The public had a way of laughing 
at this new-fangled food product. They 
called it “baled hay.” The bread bakers 
laughed at it and told him over and over 
again that he could never make a go of 
it. The deficit that soon began to pile up 
against him was appalling. It was one 
thing to manufacture shredded wheat, but 
it was quite another to induce the public 
to accept it as a food. 

From a manufacturer he branched out 
as an advertising agent, and he evolved 
several advertising stunts that until his 
time had never been exploited. He origi- 
nated the advertising lecture, used so ef- 
fectively in the Liberty Loan campaigns. 
He trained young women to become food 
lecturers and demonstrators, and at one 
time maintained a fully equipped college 
of domestic science. 

But in Boston he was making slow 
progress, and when Saturday night came 
around he found great difficulty in meet- 
ing the weekly payroll. He was reduced 
to the point of getting a loan on his watch, 
when he had the good luck to induce a 
man from Worcester, Mass., to make a 
considerable investment in his enterprise. 
This was made, however, under the stipu- 
lation that the factory be moved to 
Worcester. Accordingly the plant was 
moved to Worcester and he started there 
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in a leased, abandoned organ factory. 

The manufacturing facilities were large- 
ly increased and it was not long before 
he had all available storage space filled 
with manufactured shredded wheat which 
it was extremely hard to sell. He en- 
gaged a New York sales agent and 


» shipped two carloads of the product to 


New York. The salesman wired back 
protesting that he couldn’t sell it, and, 
disregarding this protest, two additional 
carloads were shipped, and the inventor 
went himself to New York, leased a va- 
cant store on Broadway and set up one 
of his shredding machines in the show 
window and began to manufacture shred- 
ded wheat so that the passersby could see 
how it was done. He had a barker out- 
side the door imploring the crowd to come 
in and listen to lectures on natural food. 


Ogden Mills Becomes Interested 


Passing that way one day was the late 
D. O. Mills. Mr. Mills had a weakness 
for new inventions. He was the man 
that backed the new typesetting machines 
and dozens of other new inventions, some 
of which turned out big successes. He 
was curious, entered the store, listened to 
the impassioned lecture of the inventor, 
tasted the new product, and became very 
much interested. That interest never 
ceased until the day of his death. He 
called Shredded Wheat one of his pets, 
and the controlling interest in the Shred- 
ed Wheat Company is now owned by 
his estate. 

Mr. Mills made a good-sized invest- 
ment in the proposition and he contrib- 
uted also sound advice. New machinery 
was invented for more economicaji meth- 
ods of turning out the product, making 
the process largely automatic, which 
greatly reduced the costs, and a consid- 
erable sum was judiciously expended for 


advertising. Gradually the new food be- 
gan to catch on and it was not long be- 
fore it was making scads of money. 

Mr. Mills had invested large sums in 
and around Buifalo, he helped finance the 
Lackawanna Steel Co., then just starting, 
also the International Paper Co., which 
has a wonderful plant at Niagara Falls, 
and also was the largest investor in the 
Niagara Falls Power Co. He suggested 
that the company. build a new plant at 
Niagara Falls. 

In 1900, the year of the Pan-American 
Exposition, the inventor and now presi- 
dent of the Shredded Wheat Company 
bought a site on the bank of the Niagara 
River and built what was then and is to- 
day unquestionably the finest industrial 
building in the world. It had many new 
and unique ideas On welfare work ‘or 
employees that have since been widely 
copied but which were then an innovation, 


Shredded Wheat’s Growth 


Since that time the sale of Shredded 
Wheat has grown and expanded by leaps 
and bounds. A second enormous factory 
was built at Niagara Falls, also several 
big grain elevators, and this year they are 
building still a third factory there. Across 
the river on the Canadian side of the Falls 
is a factory supplying the Canadian and 
British trade, and at Oakland, California, 
is still another factory. 

The Shredded Wheat Company is capi- 
talized for $10,000,000, of which $1,250,000 
is preferred stock. There are no bonds. 
Its plant additions have been built out of 
earnings. It carries from two to three 
years’ supply of wheat on hand usually, 
bought when the price of wheat is low. 
It paid the government last year consider- 
ably over $500,000 in taxes, earned its 
dividend and appropriated a large sum to 
complete its new plant at Niagara Falls. 
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fairly cleaned up stocks of the higher 
grade and left only the inferior kind. 
It is said that the desirable stock on hand 
is probably only sufficient for a short per- 
iod of normal consumption. 

Manufacturing demands for the raw 
material are at very moderate ebb. The 
extent of the drop in demand since last 
February can be appreciated from the fact 
that in February domestic consumption 
stood at 30,071 bales and in July at only 
10,836 bales. During the same period 
monthly imports dropped from 27,076 
bales to 17,272 bales. The amount held 
in storage at the end of July stood at 
52,265 bales as compared with 68,021 at 
the end of January. 

From a technical viewpoint, the posi- 
tion of raw silk would seem to be im- 
proved. While demand has fallen off, 
this has been offset by decrease in im- 
ports, thereby causing diminished stocks 
held in reserve. There is a possibility 
that production may exceed demand. It 
is too soon, however, to make a forecast. 
With reports of smaller crops in Japan, 
it is unlikely that production will far 
exceed demand, however. The two seem 
to be so closely balanced that a revival 


of demand would soon eliminate any sur- 
plus in production, with possibilities of 
an under-supply. 


Outlook 


Will the price of raw silk continue to 
decline? That is the question agitating 
producers. In view of its tremendous 
slump, and the fact that it is now selling 
at not far from pre-war prices, in com- 
parison with the top prices of last Janu- 
ary, it seems hardly likely that lower 
levels will be reached. A slight upward 
reaction has already taken place during 
the past few weeks, and indicates a 
strengthening tendency inside the market. 

Even if there were a further decline 
in the raw commodity, it is doubtful if 
the finished goods would go down much 
from present levels. Though raw material 
is low, this is more than offset by the 
great advance in wages. In view of tie 
high cost of labor it seems unlikely that 
finished goods can be reduced to a cor- 
responding level with raw silk. 

The feeling in the general silk trade is 
that, while the immediate future does not 
look bright, demand is at about as low 4 
point as it is likely to reach. 
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Chicago Pneumatic Tool Co. 





Benefits of Reorganization Now Being Felt by Chicago 


Pneumatic Tool 


Obsolete Methods of Old Management Replaced by Efficient and Progressive Standards—Eight 
Dollar Dividend Rate Seems Well Protected 


TINHE stock of the Chicago Pneumatic 
Tool Company is not well known to 
the investing public, but it can legiti- 
mately make a bid for greater popular 
favor on the basis of the company’s past 
and present record. Chicago Pneumatic 
Tool, was organized in 1901 and since then 
has given a good account of itself. The 
company has regularly paid dividends on 
its $100 par stock since 1902, with the 
exception of the period 1908-1909. In 
1910 the stock was placed on an annual 
dividend basis of $4.00 a share. This 
rate was maintained regularly until 1918, 
when it was increased to $6.00. In 1919 
the stock paid $6.50, but the rate has since 
been increased to $8.00, where it now 
stands. 

Up to the time of the war, Chicago 
Pneumatic Tool did nothing remarkable 
in the way of earnings, but since 1914 im- 
provement along these lines has been note- 
worthy. This improvement, of course, 
was in part due to the huge. war demand 
for products of American corporations, 
which reacted upon Chicago Puneumatic 
Tool as upon other industrial organiza- 
tions. There was another reason, how- 
ever, and one which is likely to have a 
more permanent effect. This was the 
business reorganization of the company in 
1918, something of which it had been in 
need for a considerable period. 


The old management had been content * 


to work in a groove and seemed satisfied 
with merely maintaining its market. As 
a result, obsolete methods 
in general management and 
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nounced, promptly proceeded upon a 
house cleaning expedition, which elimi- 
nated most of the stagnating influences 
hindering the company’s progress. 


Depreciation Charge-Off 

One of the first results of this change 
was a drastic charge-off on account of 
depreciation in inventories, shrinkage, etc., 
to the amount of $872,413. This alone 
was equivalent to $13 a share on the then 
outstanding stock. Earnings therefore, 
of $8.30 a share for 1918 do not show the 
12 ‘34 ‘WT 8 ‘19 '20 a 
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real earning power of the company, nor 
the possibilities of the 


do they reveal 
stock. 

In 1919, the management continued its 
housecleaning expedition, which elimi- 
sale, of its motor truck department. This 
department had been running at a loss 
since its inception in 1911. The sale was 
effected at a loss of $1,095,271, but it was 
considered the best policy to get rid of 
this white elephant. Had it been decided 
to defer this charge-off, the company 
would have shown a balance of $1,584,322 
for 1919. This would have been at the 
rate of $24.55 per share instead of the 
$7.58 actually shown. 

From a business point of view the re- 
organization greatly added to the effi- 
ciency of the company. Progress became 
the watchword and the result was con- 
centration upon the upbuilding of the 
plants, with a corresponding influence 
upon its output. 

Financial Reorganization 


Coincident with this business reorgani- 
zation came the reorganization of the fi- 
nancial structure. At the end of 1919, in 
order to eliminate all funded debt and 
provide for new working capital, it was 
decided to, increase the capital stock from 
64488 shares to 128,976 shares. The 
funded debt, amounting to $2,967,500 im 
6% serial gold bonds will have been re- 
tired by Oct. 1, 1920, leaving the com- 
pany with its sole capital liabilities in the 
shape of 128,976 shares of capital stock. 


Benefits of Reorganization 





One of the first benefits of 





in accounting made them- 
selves apparent. Much un- 
necessary material accumu- 
lated at a loss. Its motor- 
truck department, in par- 
ticular, proved a handicap. 
New blood, however, came 
into the management, and, 
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this change in the financial 
structure of Chicago Pneu- 
matic Tool is the elimina- 
tion of the necessity of any 
further interest and sink- 
ing fund charges. In 1919, 
$547,216 for interest and 


it was necessary to set aside 


Working 
Capital 











finding inefficiency pro- 
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$168,000 for sinking fund. These items 
will disappear in the 1920 report, The 
advantage of this change is obvious. 

As a matter of fact, benefits accruing 
from the financial reorganization of the 
company are already apparent. The 
earnings report for the first half of 1920 
shows a balance of $4.91 a share, after 
all charges. This compares with $4.60 a 
share earned in the same period last year, 
when there was only half as much stock. 

Doubling of the capital stock not only 
provided for the retirement of $2,967,500 
funded debt, but provided $1,775,000 for 
plant extension and still left $1,500,000 
for additional working capital. As the 
funds from the sale of the additional stock 
did not begin to come in until the begin- 
ning of the present year, the increase in 
working capital is not apparent in the 
1919 report. The 1920 report, however, 
will clearly show the increase. 


Increase in Plant 


With additional funds available for 
business purposes, the company has en- 
larged its productive capacity sufficiently, 
it is estimated, to take care of a 50% in- 
crease in output. The capacity of its 
Detroit plant has been nearly doubled, as 
well as the capacity of its Cleveland plant. 
Capacity of the Franklin, Pa. plant has 
been increased by 50%. 

With extensions practically completed, 
Chicago Pneumatic Tool is in a good 
position to take care of the increased vol- 
ume of business now on the way. De- 
mand from the railroads is already in- 
creasing. The carriers are important 
consumers of the products which are 
turned out by Chicago Pneumatic Tool; 
and now that they are in a better position 
to acquire needed equipment, a good 
source of revenue from this source alone 
is anticipated. 

The company also does a large foreign 
business, but this has slowed down on ac- 
count of the exchange situation. This 
drawback, however, should not prove a 
serious barrier, as there is sufficient do- 
mestic business in sight to warrant the 
newly increased plant capacity of the com- 
pany. Its business outlook thus appears 
good. 

An interesting feature of the Chicago 
Pneumatic Tool situation is the increase 
in dividends to $8 a share from $6, coin- 
cident with the doubling of the capital 
stock. The question may be reasonably 
asked whether increased dividends on in- 
creased stock is in keeping with a con- 
servative policy. It should be remem- 
bered, however, that it is no longer nec- 
essary to set aside funds for interest and 
sinking fund charges and that the amount 
which would have been used previously in 
order to discharge obligations on the 
funded debt may now be legitimately 
used for dividend purposes. 

Taking earning figures for the first 
half of 1920 as a basis of calculation, it 
will be seen that the $4.91 earned for the 
doubled capital exceeded the semi-annual 
dividend requirements of $4 a share by a 
fair margin. The improved business pros- 
pects of the company suggest that a big- 
ger margin of safety will be proved in 
the future. 

In order to provide for the $8 dividend 
on the 128,976 shares outstanding, $1,031,- 
808 annually will be required. This is 
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only $97,665 in excess of the total interest 
and dividend requirement of $934,043 for 
1919. The disadvantage of this compara- 
tively small increase dividend require- 
ments should be more than offset by the 
advantages ,accruing from increase in 
plant capacity and enlarged working 
capital made possible by the doubling of 
the capital stock. In other words, the 
dividend increase does not involve any 
additional strain of importance on the 
company’s earning power. Considering 
the simplified financial structure, progres- 
sive character of the management and the 


improvement in its business outlook, the 
company seems well able to take care of 
present dividend needs. 

The stock has periodic fits of activity 
on the New York Stock Exchange and 
on the Chicago Stock Exchange, where i: 
is also listed. In general, however, it 
may be regarded as a relatively inactive 
issue. So far as can be seen at present, 
the company’s strong financial position, 
its present and prospective earning power 
indicate definite possibilities for the stock 
along speculative investment lines.—vol. 
25, p. 200. 





CANADA’S GREATEST ROAD JUDGED BY AMERICAN 


STANDARDS 
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for many years a fair return on its in- 
vestment, and there is no reason for be- 
lieving that its property account is over- 
stated. 

In past years earnings of Canadian Pa- 
cific ran very high, and it was found to be 
good public policy to cover additions and 
betterments under the head of ordinary 
maintenance. The result of this practice 
has been to build up a very valuable prop- 
erty without a corresponding increase in 
the statement of assets. 

Canadian Pacific has been acquiring for 
many years a substantial part of the se- 
curities of leased lines, and, in view of 
the improvements made to such lines, the 
book value of the stocks and bonds does 
not reflect the full value of the invest- 
ments. 

Taking all these factors into consid- 
eration, it must be concluded that the 
company’s investment, direct or. indi- 
rect, in Canadian railway property is 
understated from 35% to 40%. 

Whether the real value of the property 
be considered from the point of view of 
rate-making or for the purpose of a sale, 
its importance should not overlooked. 

Non-Railway Property 

At the close of 1919, Canadian Pacific 
owned 5,804,852 acres of land, besides 
rights reserved in connection with lands 
sold and unsold, carried on the books at 
$95,211,439. Agricultural lands were listed 
at $5 to $13 an acre, irrigated land at $30 
to $40 an acre and timber land at $3. 
Coal rights to 3,000,000 acres, gas rights 
to 100,000 acres and petroleum rights to 
50,006 acres were carried at $3. 

As the realizations from some of these 
investments will be long deferred, it is 
proper that they should be carried at a 
conservative valuation. To the close of 
1919, net proceeds f1om lands and town- 
sites had amounted to $91,569,599, which 
was shown as a part of surplus. . These 
proceeds are not treated as income, but 
net receipts from the Land Department 
in 1919 were $4,654,512. 

The book value of Canadian Pacific or- 
dinary shares is about $240, but it is 
probable that a physical valuation of the 
railroad property, with non-railroad prop- 
erty taken as carried in the books, would 
show nearer $300 a share. 

The rate increases granted by the Ca- 
nadian Board of Railway Commissioners 
were somewhat smaller than those put in- 
to effect by the Interstate Commerce 
Commission in this country, but, what- 


ever the Dominion Government roads 
may need, it is quite certain that Cana- 
dian Pacific, on its showing in 1919, 
needed no such increase as the averag 
American road. In that year it earned 
about $7 a share from transportation op- 
erations, which, with about $3.50 a shar: 
from other sources, was sufficient to 
cover its $10 dividend. 

The freight rates now in effect are 
40% higher than formerly east of Port 
Arthyr and 35% higher west of Port 
Arthur. After the first of the year both 
increases will be diminished 5%, so that 
Canadian Pacific will operate in 1921 un- 
der freight rates averaging 32%4% higher 
than those in effect in 1919. In the first 
half of 1921 a 10% increase in passenger 
rates will prevail, with the old rates in 
effect during the second half. 

The territory of Canadian Pacific is not 
highly industrialized, and for that reason 
the increase in rates may not be expected 
to create such a traffic decline as would 
otherwise follow. The smaller increase 
in passenger rates, as measured against 
the American increase, may be expected to 
attract a good deal of through business. 

It is idle to attempt any exact appli- 
cation of the wage and rate increases to 
Canadian Pacific’s 1919 business. for the 
purpose of forecasting 1921 operating in- 
come, but within limitations the future 
can be outlined. For 1920, Canadian Pa- 
cific is not likely to show much more 
than its dividend earned. With its large 
surplus and ample cash, it may be con- 
cluded that the dividend will be paid at 
the present rate. Under a full year’s op- 


* erations at the higher rates, income from 


transportation will be sufficient to place 
the $10 dividend beyond doubt. 


Conclusion 

If there were ever an investment that 
an investor could forget—which I doubt— 
Canadian Pacific stock is not one of them, 
because it yet remains to be seen how 
public and private operation, in competi- 
tion with each other, will work out in 
Canada. On the other hand, the future 
of Canadian Pacific, as far as the average 
investor needs to look ahead, seems to be 
assured. 

In the market, Canadian Pacific stock 
has not made to the Canadian rate in- 
creases the same response made by most 
American rails to the increases affecting 
them. Around 122, the stock seems to 
me to rank very close to the best among 
the listed investment rails.—vol. 25, p. 461. 
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The First Large Merger in Recent’ Years 


Dominating Position of the New Enterprise in the Chemical Industry—What a Close Scrutiny 
of the Constituent Companies Reveals 


FTER many months of negotiation— 
during which it almost attained the 
legendary character of the Marine 

eal or the Reading segregation—the mer- 
er of the chemical companies is prac- 
tically an accomplished fact. The Stock- 
holders’ Committee has agreed upon and 
ublished the terms, the five Boards of 
Jirectors have all approved the plan; and 
ie deposit of existing securities is soon 
» be called for, preparatory to the is- 
suance of those of the new enterprise. 
Aside from its importance to the in- 
estors directly affected, the merger is of 
prime interest generally, as it marks the 
rst really large industrial combination 
f recent years. For, although some mer- 
rer or other is always brewing in Wall 
St.—in -steel, or in copper, or in motors— 
most of them have enjoyed a purely paper 
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lowing five enterprises, each of which is 
the largest in its particular field: 
Company Main Products 
Semet-Solvay Builders and opera- 
ators of By-Prod- 
ucts Coke Ovens 


Solvay Process Alkalis and Coke By- 


Products 

Barrett Roofing and Road 
Materials. Coal Tar 
Products 

General Chemical Acids and other 


Heavy Chemicals. 
National Aniline & Coal Tar Dyes and 
Chemical Intermediates 


It will be noted from the above outline 
that the companies involved are in gen- 
eral not competitors, but are primarily 
engaged in different branches of the in- 








uses the products of all the other concerns. 

The mutual dependence of the various 
companies naturally paved the way for 
the present merger, which in fact was 
preceded by several instances of joint ac- 
tion. Semet-Solvay and Solvay process 
had long been closely allied, a majority of 
the former stock, according to the man- 
uals, being’ owned by the latter. Solvay 
Process had associated itself with Gen- 
eral Chemical in the construction of a 
plant for the production of ammonia from 
atmospheric nitrogen. Furthermore, as is 
well known, the Solvay, Barrett and Gen- 
eral Chemical Companies jointly control 
National Aniline through stock owner- 
ship. 

Advantages of the Combination 

The chief benefit expected from the 

chemical merger apparently corresponds 




























































































existence. That the chemical consolida- dustry. To a great extent the various 
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somed forth, as an actuality Tis64-—i917 TT) ices) ormation of the Steel Corpora- 
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very tentative conclusions can be drawn. 


The Genesis of the Merger 


The Allied Chemical and Dye Corpora- 
tion will acquire the business of the fol- 
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ample, the Barrett Co. obtains much of 
its raw material from the by-product 
ovens operated by the two Solvay com- 
panies; while National Aniline in turn 


the old companies is given in Table I. In 
Table II it is seen that the total new stock 
to be outstanding is less by about $9,- 
600,000 of preferred and 489,000 shares of 
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common than is called for by the aggre- 
gate capitalization of the constituent com- 
panies. The official announcement states 
that this difference is due to the elimina- 
tion of intercompany holdings, but does 
not explain what these holdings are. The 
$9,600,000 of preferred must represent the 
same quantity of National Aniline pre- 
ferred now owned by Semet-Solvay, Bar- 
rett and General Chemical. The figures 
given for the common shares eliminated 
seem to disprove the published statement 
that a majority of both Semet-Solvay and 
National Aniline common is owned by the 
other companies. For if this were true, 
then at least 532,000 shares of new com- 
mon stock would be lodged in the 
treasuries of the merging companies in 
exchange for these stock holdings. 
Book Value and Market Value 

Table II shows the book value of the 
assets behind the stock of each company 
(except the Solvay Process Co.) as of the 


the metger announced that annual’ divi- 
dends of $6 per share on the common 
stock were contemplated, and would in- 
volve the disbursement of about one-half 
of current aggregate earnings. A brief 
calculation shows that on this basis the 
five companies must now be earning about 
$28,200,000, exclusive of inter-company 
dividends. It is interesting to compare 
this estimate with the latest detailed re- 
ports of the constituent companies. As 
Table II] makes clear, the total net profits 
available for dividends of General Chemi- 
cal, Barrett and Semet-Solvay in 1919 
were $5,750,000. These three companies 
receive over half the new securities. 
While no data at all is available in re- 
gard to Solvay Process, from a compari- 
son with the Semet-Solvay statement and 
other data, it would appear unlikely that 
the former earned. more than $3,500,000 
last year. If we arbitrarily use the 1918 
figure of $4,220,000 for National Aniline 








| Common 
Preferred Shares 

198,229 

164,431 

*554,386 

169,789 

225,000 


1,811,385 


General Chemical 
Barrett 

National Aniline 
Semet-Solvay 
Solvay Process 





Deduct for Inter Com- 
pany Holdings 


To be held by public 


TABLE I—CAPITALIZATION OF CONSTITUENT COMPANIES AND NEW COMPANY 
Stock Now Outstanding No, of New Shares 


*After payment of 40% stock dividend, 


New Stock to be Issued 
Common 
Shares 

1 2,60 515,395 
1% . 376,547 
1 554,386 
451,638 
711,000 


2,608,966 


for each Old Share 
Pfd. 


mmon Preferred 





$48,970,700 
9,596,400 
$39,374,300 


489,289 
2,119,677 

















latest date available. The market value 
of the new’ shares to be exchanged for 
these assets is also given, and is seen to 
total about $205,000,000, which inter-com- 
pany eliminations reduce to $167,000,000 
to be outstanding in the hands of the pub- 
lic. It will be noted that in the case of 
Barrett, General Chemical and Semet- 
Solvay, the figures for book value and 
market value correspond very closely. 
National Aniline is a striking exception, 
however, as the new securities it will re- 
ceive are worth two and one half times 
as much as its own assets. It is true 
that the 1918 balance sheet (which must 
be used for lack of more recent figures) 
sets up reserves of $9,500,000 for depre- 
ciation and $9,188,000 for contingencies 
and taxes. But a good part of these re- 
serves doubtless represent real deductions 
from the company’s assets, and even if 
they were entirely ignored,: the total 
property valuation would still be far less 
than the Allied Dye and Chemical stocks 
to be issued for its acquisition. 

National Aniline started business in 
May, 1917, with no tangible assets what- 
ever behind its common stock, which then 
was quoted at: about $30 per share. Dur- 
ing this year, in which Barrett, General 
Chemical and Semet-Solvay acquired their 
controlling interest in National Aniline, 
the investment account in the balance 
sheets of these three companies increased 
all told by only $7,600,000—a figure which 
is less than the $9,600,000 of preferred 
stock alone which they apparently own. 
Therefore their holdings of Aniline com- 
mon must have cost them very little in 
cash. 

Earning Power of the New Company 

The brief official statement regarding 
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mon afe predicated upon the maintéfiance 
of a volume of business greatly in excess 
of the pre-war normal. Presumably 
those at the head of the industry are best 
qualified to judge as to the likelihood of 
these expectations being realized. In the 
field of dyestuffs, of course, the pre-war 
Statistics are entirely pointless; for as 
compared with an output then of about 
$2,500,000 for the entire industry in this 
country, National Aniline alone did a 
gross business of over $43,000,000 in 1918. 

The uses of chemistry in modern indus- 
try are widening rapidly, and the outlook 
is excellent for a steady growth in the 
demand for the products of the new com- 
bination. The future of chemical prices is 
not so easy to forecast, bound up as it is 
with the general commodity level. The 
appended graph, prepared by the War 
Trade Board, shows that the average 
price of fifteen chemicals practically 
doubled during the war period. The va- 
rious averages used by the Oil, Paint and 
Drug Reporter all reveal substantial de- 
clines from the Armistice to the end of 
1919, the drop in the price of dyestuff in- 
termediates being especially severe. Th« 
tendency at the beginning of 1920, how- 
ever, was generally towards a firmer 
market. 

Conclusions 


Based upon the data at hand—which is 
admittedly incomplete—the merger terms 
appear to have been especially favorable 
to National Aniline and Chemical. This 
is certainly the impression created by the 








Stocks to be Issued 
General Chemical 
National Aniline 


Semet-Solvay 
Solvay Process 


Deduct for Inter Com- 
pany Holdings 


Balance 


1919 
General Chemical .... 
Ba 
Na 


Semet-Solvay 


*7 Months. 
§1l Months. 


1920 
High Low 


General Chemical ....*179% 150 
Barrett 154% 114 
National Aniline .... 86% 44 


*Allowing for 2% stock dividend. 





Barrett 30, 
000 22,469,000 


30,300,000 8,447,000 
No data available No data available 


TABLE II—BOOK VALUE AND MARKET VALUE OF NEW STOCKS 
Mkt. Value of New Book Value of 
Total Assets 


$47,957,000 
105,000 A Dec. 31, 1919 


TABLE III—EARNINGS OF CONSTITUENT COMPANIES AVAILABLE 
FOR DIVDENDS. 


. -$2,719,000 $4,045,000 
1,039, 
Solvay Process (No data available). 


TABLE IV—MARKET RANGE OF LISTED COMMON STOCKS. 


a 
High Low 


203 
145 


75 


Date 
Dec, 31, 1919 


Net Current Assets 


Deo, 31, 1918 
Dec, 31, 1919 


1916 
$9,695,000 
000 


1918 1917 


$7,672,000 
3,460, 
*2,920,000 


3,761,000 10,536,000 


1917 
| 
High Low 
136% 250 153 
= 136 82 


1919 

















earnings, then the aggregate profits of the 
five companies in 1919 foot up to about 
$13,500,000, or less than half of the cur- 
rent earnings, as indicated by the official 
statement referred to above. 
Future of the Combine 

This point is of importance, because 
1919, while a poor year in the chemical 
industry as compared with the three pre- 
ceding, still showed much larger profits 
for both General Chemical and Barrett 
than did any year before the war. It 
would appear, therefore, that the expected 
earnings of $12 per share for the new com- 


asset value figures given in Table II and 
the market range found in Table IV. 

As for the new company as a whole, it 
starts its career on a more conservative 
basis than most mergers of the past. Its 
plants are up to date, its capitalization is 
not excessive, and its working capital 
position is very satisfactory. The ques- 
tion, however, of whether the large cur- 
rent earnings can be continued in the 
future is one upon which no opinion can 
be ventured at this writing. When more 
data is available on this score, the matter 
will receive treatment 
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. Building Your Future Income 


The Fourteen Obstacles to Successful Investment—No. 6. Poor Perspective 


ERSPECTIVE in simple language 

merely stands for the angle of vision, 

and what is viewed from a given po- 
sition. Your outlook on the market and 
even on life itself largely depends upon 
how you have trained yourself to see 
things. It is given to human beings to 
correct defects of the sight by broadening 
the mind—which sees farther and clearer 
than the eyes. 

A blind man is not at a disadvantage 
when it comes to broad vision of men 
and things as they are rather than as they 
appear to be. 

If a conglomeration of investors really 
believes that radicalism is going to rule, 
then the market is depressed. - If a larger 
number, looking further than their noses, 
argue that, although radical activities 
have taken a natural spurt after the con- 
fusion caused by a world war, they will 
be controlled as soon as the powers-that- 
be get down to it, the perspective of those 
whose judgment favors normality is 
likely to be rewarded. In other words, 
the balance of probability and reward 
lies with those who are constantly ad- 


justing their delicate mental balance to . 


new conditions, 


Tr HE average human being has good 
“eye” perspective; he sees practically 
in a triangle, with the center of the eye 


the apex. There is nothing wrong 
with his sight. But his good vision is 
ften spoiled by a sensitive imagination, 
and untrained thinking power, which 
sometimes cause him to magnify “— % ” 
into a disaster, and “ + 1” into a killing. 
No success in investment is possible in 
permanent sense until the individual 
adjusts his mental machinery to the point 
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where he can at once focus his thoughts 
correctly. 

The mental attitude towards 
ments should be flexible—and not fixed. 
Conditions are always changing; some- 
times daily, or weekly, but most certainly 
every few months. Industries that were 
prosperous a few years ago have under- 
gone great transformations, and are on 
the down-grade. Others that have been 
passing through one crisis after another 
are emerging into an era of steady im- 
provement. New industries’ are con- 
stantly coming to the front and gradually 
obtaining recognition. 

The investor must keep alive. If he 
persists in believing the same as he did 
five or ten years ago, he cannot make 
progress. He will be trying to make con- 
ditions fit his investments, rather than 
using a wide-angle lens to discover the 
truth. He must accept conditions, and 
adapt himself to them. 

We should say that the perspective 
needs a thorough overhauling “and read- 
justing about once every three months. 
This means that unless the investor has 
the means at hand for following condi- 
tions; the trend of money; prices; labor; 
commerce; the supply of and demand for 
commodities; the progress of methods, 
machinery and inventions; and most of 
the other essential factors that make the 
big wheels go round—he will be at a dis- 
tinct disadvantage, and unlikely to gain 
permanently from his investments, 
whether they be in business or in market- 
able securities. 

In a practical way, perfect perspective 
is the key to the knowledge of when and 
what to buy, and when and what to sell. 


invest- 


SOMETHING DEFLATION CAN'T 
HURT 


Those who have seen stocks and bonds 
go down and other investments go up in 
smoke, or fade into the blue sky, would 
like to get hold of an absolutely safe in- 
vestment that does not depreciate, is not 
subject to market fluctuations and may be 
readily realized upon. 

Such investments are very rare and do 
not yield a high rate of interest; but this 
difference is compensated for by the abso- 
lute security of the investment and its 
ready convertibility into cash. An ideal 
investment of this kind is the Treasury 
Savings Certificate, which is issued by the 
Government and will be cashed on de- 
mand by the Treasury. 

It is a call loan on the strongest Gov- 
ernment in the world and there is no 
chance for it to depreciate. It is also 
exempt from taxation except inheritance, 
surtax and excess profits tax. A family 
with such an emergency asset is fortu- 
nate indeed. 

An ambition dear to the heart of every 

man is to give his children a good start 
in life, by training and education. To a 
boy or girl of capacity, and the disposition 
to progress, a college education is worth 
a fortune. For this purpose the Treasury 
Savings Certificate is ideal. It can be 
bought to mature in time for the purpose 
and increases in value each month. The 
cost is about $84.00 for $100 maturity 
value or $840 for $1,000. 
_ Buy a $1,000 Certificate this year and 
next year for your boy and his education 
will be assured. You can go to sleep on 
this and have no bad dreams. 
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Three Possible Solutions of the House Problem 


Results of a Tour in Search of Decent, Small Homes Costing Not More Than $5,000 


HE housing problem has become so 
acute throughout the country, and the 
cry for help in the task of determin- 
ing ways and means of building homes 
within a reasonable cost so insistent, that 
this department of the Macazine “stepped 
on the gas,” so to speak and 


By WILLIAM ARMSTRONG 


entrance to the house is on the side, the 
idea being to keep the porch private, in 
accord with the growing taste for having 
porches as part of the living rooms. 

The size of the bungalow is 19 x 3246 
feet, small enough, that is, for it to be 


difficult to understand how such a build- 
ing can be constructed for the price. But 
the builder says it can. Apparently, he 
is in possession of some trade secrets 
about’ getting the material; but having 
seen some of the samples of his work, we 
can testify that his houses 
contain good material and are 





set out on a tour of inquiry 





and discovery. We were after T has always been oir effort to give our readers hints which could 
I be translated in terms of dollars and cents. That is why in a 
recent issue we ome them just how they could build a $10,000 
$4,000 and an income of $50 a week. 
The accompanying article, Sw ged for the more conservative ones, 
goes into the “bungalow the 
describes three standard plans alk §. an outlay of 


practical ideas and obtained 
considerable information. 
The particular purpose of 
the tour was to secure infor- 
mation about the building of $4,500. 
what might be termed an 
“inexpensive” home—that is, 
a home without any frills, 
and yet modern, comfortable, 





house with a principal of 


Since one of the greatest difficulties the esonomi 
is encountering is that of obtaining a livable home at a price within 
1 articles of tha accompanying type will 


his means we believe 
Any inquiries on the subject, if addressed 


be found extremely helpful. 
to the writer, will be gladly answered. 


+had’’ 





— crisis. It an 


ical man of today 


well built. In the small table 
herewith is given his own 
rough estimate of the costs, 
This would appear to be 
exceptional opportunity 
for anyone who wants to 
build a small, compact little 
home before the snow flies 
and thus relegate his housing 
problem to the past. 

















sanitary and attractive. One 
of the results of the in- 
vestigation was the discovery of a $3,500 
bungalow. That certainly sounds appeal- 
ing, particularly since the price includes 
everything but the cost of the lot. 

The lot in this case would cost con- 
siderably less than the one needed for 
the $10,000 home. It need only be a 
single lot 25 x 100 feet, although two lots 














An example of the $4,500 sectional house 


would be preferable and the cost might 
be anywhere from $25 up. The bunga- 
low could be constructed in any section 
and be a credit, considering its size, to any 
locality. 

As to the method of financing the trans- 
action, the search and incidentals, they 
would be about the same as in the case 
of the $10,000 home; but the cost of a 
mortgage would be less, to correspond 
with the smaller amount borrowed, as 
would the cost of interest charges, takes, 


etc. 

A $3,500 bungalow! 
high-priced everything, this sounds so 
tempting it bears repeating. What is 
more, this bungalow could be erected in 
any section of the country at about the 
same figure, and in the interior of the 
United States the cost might even be 
scaled down a trifle. 

Entrance on Side 

The builder from whom we obtained 
information about this particular bunga- 
low drew up a special plan for the Maca- 
ZINE, which shows a house of four rooms; 
living room, dining room, bed room, 
kitchen, bath room and porch. By con- 
sulting the floor plan, it will be noticed 
that the hall is at the side, in back of the 
bathroom, and connecting with the bed 
room, bathroom and dining room. The 
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In these days of 


erected on a single lot. It is so designed 
that, as the owner’s income increases, 
additions can be made in the form of 
two large bedrooms, with 8 foot head 
room in the attic, a porch extension, etc. 

The utilization of all the space makes 
the building not only economical but con- 
venient and easy to take care of and 
the layout gives large rooms with con- 
venient means of entrance and exit. The 
compact arrangement would seem to elim- 
inate any waste motion. 

It is a frame bungalow, but contains all 
modern improvements and taking its size, 
the material and the improvements, it is 

































































Floor plan of a specimen $3,500 bungalow 
drawn especially for this magazine by the 
Brunswick Engineering Co. 


Ready-to-Build 


There is another method which enables 
a man to purchase ready-to-build houses, 
just as he used to purchase ready-to- 
wear clothes. We cannot go extensively 
into this method in this article, but will 
give an outline of it for the sake of 
such of our readers as may be particularly 
pressed for time in the matter of secur- 














The $750 government-built bungalow 


ing a home. Like the first solution, it was 
discovered on our inspection trip. 

The plan. calls for houses that are fac- 
tory-built, in sections, the sections fitting 
accurately and securely when joined in 
the final construction. In a purchase of 
a house of this description you would 
select the design (there are numbers of 
them), decide on the costs, which vary, 
and the house would then be shipped to 
you in sections with the exterior painted 
in whatever color you have selected. 
When your “house” arrives, it is up to 
you to have it completed. The only costs 
that you will have to bear in this con- 
nection will be the preparation, masonry 
and excavating, plumbing, wiring and in- 
terior decorating. The cost of the labor 
for putting the house sections together 
should not be large. 

It is well to use care in the selection 
of the firm such purchases as this are 
made from; all the offerings are not de- 
sirable; but there are a number of ab- 
solutely reliable manufacturers, and we 
can say from personal observation that 
their products, when properly located and 
sectionized, are as strong and durable as 
dwellings constructed in the ordinary way 

In the picture is shown one of these 
sectional houses, complete. There are 
two bed rooms and bath room on the sec- 
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Camden Chamber of Commerce Issues 
a Timely Warning 
A Model Questionnaire for Prospective Investors—The Chances 
of New Enterprises Discussed—Acid Tests fot Promoters 


p= date of August 17th, Tue 
MaGaAzINE oF WALL STREET received 
the following letter from William A. 
Searle, secretary-manager of the Camden 
(New Jersey) Chamber of Commerce: 
‘Gentlemen :— 
Sometime ago the Chamber of ‘Com- 
ce issued warning to its members and 
ired the distribution of a large num- 
of slips among the employes of the 
by having them inserted in pay 
elopes. A copy of this warning slip 
s enclosed. It has been brought to our 
ntion that a large number of worth- 
sss stock schemes were being vended in 
vicinity and that the stock promo- 
s were particularly giving 


7. Where do you bank? ; 

Questions which prospective inves- 
tors are asked to answer for them- 
selves: 

1. Is the money that I put into the 
proposition absolutely safe? 

2. Is it a security that I can sell 
readily and quickly and without loss if 
I need the money? 

3. Is it a security upon which banks 
would lend me money? 

4. Is the management of the com- 
pany honest? 

5. Assuming it is honest, is the man- 
agement qualified by previous experi- 


count to think before he buys. 

“Among the queries that have come 
to us is one regarding the ‘X’ Copper 
Company of Arizona. The young man 
selling this stock is well known here in 
town, comes from an excellent family, 
and he thoroughly believes in the com- 
pany. If you happen to have any in- 
formation regarding this, I would be 
pleased to have it at your early conveni- 
ence. 

“Incidentally, you may be ‘interested 
to know that I have had frequent occa- 
sion to quote from THE MAGAZINE OF 
Watt STREET in letters to wage-earners 
who were thinking of putting their en- 
tire savings into some fake scheme. | 
have used THE MAGAZINE OF WALL STREET 
as authority for the statement that the 
safe way to financial independence is via 
the 6% route. 

“Cordially yours, 
“WILLIAM A. SEARLE.” 


After studying Mr. 
two questionnaires carefully, 


Searle's 





ir attention to the higher 





1 wage earners employed in 
ustries. 
“Whenever inquiries have 
ne in to us we have en- 
eavored to refer the man to 
own banker for information 
and advice, believing that the 
ian should look to his banker 
first. When the man has no 
banking connection we have 
undertaken to advise by asking 
the man questions which would 
bring out whether he was pre- 
pared to make a_ speculative 
purchase or whether he should 
rightly confine himself entirely 
to investments. It .has been 
possible for this office, with the 
advice of our banks, to separate 
from the stocks offered a large 
number which, on the face of 
them, are worthless and with- 
merit. Most of these, as 
you may well assume, are new 
ventures without any history 
back of them, are not listed on 
any exchange and are largely 
capitalized hope and promises. 








just pure gambles. 
with your money. 
A good thing doesn’t have to be peddled. 
These schemes look well on the outside because 
they are made to sell. 
You ask: 


BEWARE OF FRAUDS 


Many Camden people are falling for worthless 
stock schemes. 
This slip is sent out by the Camden Chamber 
of Commerce to warn you. 
Since the war many oil, rubber, manufacturing 
and land companies have been organized. 
of them are OK; some are swindles; some are 
And the gambling is done 


Don’t be one of them. 


ashamed ‘to ask for this 


CHAMBER OF COMMERCE 
546 Federal Street 
Camden, N. J. 


Some 


“How can I know whether it is a 
good investment for my $25, $100 or $500?” 
Ask your banker or submit the proposition to 
the Chamber of Commerce. 
Don’t be 
Better get a little free advice than lose your 
money. 


advice. 


we wrote him, highly com- 
mending the attitude of his or- 
ganization toward its members 
but suggesting some changes 
in the questions asked. In the 
belief that the correspondence 
might be helpful to others we 
reproduce it here 
My dear Mr. Searle 

With your kind permission 
we are printing the correspond- 
ence, firstly to show our appre- 
ciation of your good work, and 
secondly to give this warning 
to those who study Building 
Your Future Income 

Regarding the copper com- 
pany, this is obviously a new 
one. We do not find it listed 
in the standard manuals, nor 
in our files, and it is impossible 
to gather all the literature of 
new promotions as fast as they 
are launched. The salesman’s 
family and enthusiasm do not 
make the copper company at- 
tractive. He would not be a 
salesman if he lacked op- 











timism As a mining en- 





‘I am writing you for two 
specific purposes: first, I am 
submitting you a list of questions that we 
ask prospective investors to answer to us, 

1 which indicate whether they are in a 
position to speculate or not. 1 am also 
submitting a list of questions which we 
ask the man himself to answer and thus 
arrive at his own determination of 
whether the stock is a worthy one. The 
two questionnaires follow: 

Questions which prospective inves- 
tors are asked to answer to us: 

1. What is your approximate monthly 
or annual income from all sources? 

2. Are you married? If so, how big 
a family is dependent upon you? 

3. Approximately how much money 
have you to invest? 

4. Do you feel in a position to 
speculate or are you looking for a 
sound and safe investment? 

5. Are you purchasing a home or 
have you any other large obligations to 
meet? 

6. Are -you in business for yourself 
or are you working on a salary? 
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ence to conduct the business success- 
fully and profitably? 

6. Is that article to be manufactured 
one for which there is a real demand? 

7. Assuming that there is a real de- 
mand, is the company able to market 
this in a manner to return a reasonable 
profit? 

10. How does the probable rate of 
interest or dividend compare with ab- 
solutely safe investments that I could 
make? 

11. Have I taken the word of the 
solicitor or have I investigated suffi- 
ciently to know the proposition thor- 
oughly? 


“I would particularly appreciate your 
opinion on these questions and sugges- 
tions of any further questions that 
should be added or any modification 
that should be made of these. We are 
not trying to set ourselves up as ex- 
pert advisers on stocks, but we are 
trying to get the man with a little 
ready money in his savings bank ac- 


gineer and judge of se- 
curity values we ,should say—he is an 
excellent salesman. Still, if you care to 
send along some literature on the propo- 
sition we may be able to convince pros- 
pective investors that this copper promo- 
tion is no different from others that have 
one chance in a thousand of making good 
eventually. We worked out this propor- 
tion some years ago, and can assure you 
our estimate is conservative. The race- 
track is a more attractive investment than 
the average new promotion—and we feel 
certain your patrons do not follow that 
sport for investment. 

It usually takes millions of dollars and 
from ten to fifteen years to make a mine 
out of the most promising looking prop- 
erty. Besides, securities of the great 
companies like Anaconda, American 
Smelting, Utah, Kennecott, Ray Consoli- 
dated and others are selling at low at 
tractive levels, they pay dividends which 
seem assured, and their troubles are 
mostly in the past. Their stocks are 
listed on the N: Y. Stock Exchange, they 
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can be sold as well as bought in a few 
seconds, and their managements are 
noted internationally. Is it worth while 
risking money in promotions under such 
circumstances ? 

Your questionnaire is a good one. 
Apply it to the company under discussion 
and the answer is “No” to questions 1, 
2, 3, 5, and 7. 

Nothing but a sound venture would 
stand up under the test you propose, and 
for that reason we heartily indorse it. 

We have omitted your original ques- 
tions 8 and 9 reading as follows: 

“If it is a crackerjack proposition, has 
it appealed to experienced investors in 
your home city?” 

“Is it looked upon as an investment or 
a speculation. If it is a speculation, how 
much of my money do I care to gamble 
on it?” 

Local investors are often influenced by 
sentiment, the personal element, and a 
perspective that is at too close a range 
to give the broad view demanded. The 
big local investors in the home city can 
often afford to lose; being rich men who 
very often put up money through civic 
pride. All in all, it is not a test. The 
next question opens up too much de- 
batable ground as to the difference be- 
tween a speculation and an investment, a 
point that often puzzles experts. The 
novice is sure to regard anything that 
is well presented to him as an investment. 
The salesman seldom uses the word 
“speculation,” and it is dangerous to leave 
it to the purchaser to decide. 

We would add the following ques- 
tions: 

10. Am I going*into this new venture 
with surplus funds that I can afford to 
lose entirely? 

11. I know the odds against me are 
from 500 to 1,000 to 1 in new enterprises. 
Is it conclusively proven that this is an 
exception ? 

12. Is this security better, or its divi- 
dend (if it pays a dividend) more sea- 
soned and old-established than in the 
case of other companies whose shares are 
listed on the N. Y. Stock Exchange? 

13. Before deciding, have I done the 
prudent thing to ask either the Chamber 
of Commerce, the bank, brokers who be- 
long to the N. Y. Stock Exchange, or the 
editor of any large financial paper? 

14. It took time to save this money; 
am I taking the same care to invest it? 


EQUIPMENT ISSUES 


A form of investment that is popular 
and generally backed by ample security 


is the “equipment trust” note. Securities 
in this class are usually issued by -rail- 
roads to raise funds for rolling stock. 
Since the war the rate of interest on these 
issues has been liberal and the creation of 
the “trusts” has enhanced the security be- 
hind them. A road issuing such notes 
gives back a mortgage on the equipment 
purchased, which mortgage is reduced 
regularly to allow for depreciation. 

As in the purchase of all securities, in- 
vestors in “equipment “trusts” should 
ascertain the conditions of the issue, espe- 
cially the actual cost of the equipment and 
the proportion of the amortising pay- 
ments. 
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What Does That Mean? 
Wall Street Technicalities Expressed in Every-Day Language 


COLLATERAL MORTGAGE BONDS 

Some bond offerings are known as Col- 
lateral Mortgage Bonds. A proper bond 
of this character is secured by a mortgage 
on bdnds deposited with the corporation, 
which bonds in themselves were originally 
secured by a mortgage, which securely 
still exists. 

Investors should in every case know the 
conditions surrounding this particular class 
of bonds, to be certain that the security 
actually is a bond issue secured by a mort- 
gage. There have been cases where a 
so-called collateral mortgage bond has 
been secured by stock, instead of bonds 
with a mortgage behind them. 

SPENDING THE DIFFERENCE 

Canadians who live in the United States 
and go back home for a visit are able 
through the existing rate of exchange to 
obtain a little extra spending moncy, by 
reason of the difference in the rate. Those 
who know the ropes have it figured down 
to a fine point. If they go across the 
border for a visit they go almost flat 
broke. Just enough American currency 
to take them to the border with a-nest 
egg tucked away for the return trip from 
the border. 

Arriving in the “old home town” flat 
broke, they hie themselves to the local 
bank, flash a check book and write out a 
check on their American bank. They re- 
ceive the face value of the American 
check, with the premium added, (In 
Montreal the premium on New York 
funds is at the rate of $125 per $1,000, 
in the interior higher) but, of course, all 
in Canadian currency. 

If their stay in the Dominion is for any 
length of time this premium amounts to 
quite a tidy sum. They call it “Border 
Velvet.” Of course all that money has to 
be expended in Canada. The vacation 
over, the velvet player goes flat broke 
again, with just enough Canadian money 
left to get him to the border, when he 
digs up his American reserves and that 
brings him home in the States. 

In the case of an emigrant to Canada, 
for a permanent residence, who has a fair 
sized bank account in this country, the 
gain is considerable. 

WAITERS 

There are waiters and then again there 
are waiters. The word is usually asso- 
ciated with the millionaire who serves 
you in the hotel or restaurant. In Lon- 
don they have waiters on the London 
Stock Exchange. They wear uniforms 
and don’t bring you a sandwich or a 
tough steak. They are stationed at the 
doors of the exchange to call out the 
names of members who are wanted for 
any particular reason at the entrance. 
They are kin to another class of 
waiters, not to speak of speculators, in 
that they do not scorn tips. 


“BOOK” AND “INTRINSIC” VALUES 

It is possible to ascertain a book value 
(sometimes referred to as an intrinsic 
value) of a stock from the balance sheet 
of a corporation. We question, however, 
the practical value of such a figure for 
market purpo:es. In fact, experience has 


proven quite conclusively that in most 
cases the result is of no value for invest. 
ment guidance except in unusual cases 
where a corporation’s stock may have 
been depresed for a long period and has 
a sudden recovery. Sometimes these 
cases of restored security value are dis- 
covered through book values representing 
a justified price far in excess of the pre. 
vailing market price. These cases are the 
exception, not the rule. 

The following instructions help in de- 
termining the book values of stocks: 

Deduct from the total assets, indicated 
by the balance sheet, any intangible ele- 
ments such as good will, trade marks. 
patents, etc., as well as discount on securi- 
ties, and any charges to operation which 
are deferred. From the result thus ob- 
tained deduct current liability, reserves, 
and any outstanding bonds or notes. The 
result after the deduction of these items 
is the amount available for the capital 
stock and is designated as the book value. 
The value per share of course is deter- 
mined by dividing the total book valu: by 
the number -of shares outstanding. 





BUYING SECURITIES OUTRIGHT 

The existing low prices of first class 
securities illustrates the value of buying 
securities outright, instead of on margin. 
To successfully build up a future income. 
it is not necessary to indulge in specu- 
lative hazards. Today the outright 
owner of good stocks and bonds has no 
cause for worry. It is true that the 
market price of the securities is excep- 
tionally low; but they will climb again to 
the right level, for their intrinsic value 
is there. 

In this case they are merely put away 
in the safe deposit boxes until that time 
comes. If they had been held on margin 
they would have been put away, but by 
someone else, along with your margin 
money. It is better to be satisfied with 
a small holding of securities, with safety 
and assured interest and profits, thai 
with a larger holding on margin, that 
offers possible greater profits, with very 
little margin of safety and ultimate loss 
when there is a rapidly fluctuating secur 
ity market. . 





THE CONVERSION PRIVILEGE 

In making a selection of bonds 
preferred stocks, the element of saiet 
being equal, preference may fairly 
given to those issues offering holders the 
privilege of converting into the commo! 
stock of the corporation. 

The investor may not care to exercis¢ 
this privilege for a long while; incenti\ 
may be lacking in the absence of 
largely increased earning power for the 
common stock. However, there is alw: 
the possibility that the business of 


.company may assume very large pro! 


tions and that the common stock, in a: 
tion to attaining a safe investment rati! 
may get into a position justifying t! 
payment of large dividends. 

In such cases, it is patently desirable 
to have the privilege of switching from 4 
“fixed income” security into the common 
shares. 
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Life Insurance for Women 


Joining Men in Business and Politics, Their Uses for Insurance 
. Are Rapidly Increasing—Two Good Policies 


By RAYMOND C. ELLIS, Home Life Insurance Co. 


A FTER the statesman-philosopher, 
‘ Benjamin Franklin, had made his 
amazing electrical discoveries by flying 
a kite with a key on it during a thunder- 
storm, it is doubtful that even he fully 
realized the myriad uses to which his 
discovery would ultimately be put. The 
same is true of many other discoveries 
and inventions; particularly is it true 
of the Business of Life Insurance. 

Life insurance has a short history, 
but an unparalleled development. 
Every year some new highway is 
opened, some new need found. Group 
Insurance, Business Insurance, Stand- 
ardized Community Insurance, In- 
heritance Tax Insurance, are all com- 
paratively new branches. 

Now an entirely new field is opening 
up—a field larger than all of these just 
mentioned, because it embodies them 
all—a_ field scarcely touched as yet: 
Life Insurance for Women. 

This field is like a great area cleared 
f timber but unbroken by the plow. 
The biggest obstacles have been re- 
moved, and, while the ground still is 
rough, the opportunity for service is 
tnere, 

In the last fifty years the status of 
vomen has changed. This is particu- 
Fifty 


larly true in the United States. 
years ago very few women engaged in 


business outside of their household 
juties; today hundreds of thousands— 
ven millions—are employed in office, 

tory, mill, politics, and even on the 
farm. There is hardly a walk or a con- 
lition of life in which they are not rep- 
resented and in which they do not take 

important part. Women are now 
n economic factor in business life the 
same as men. This fall several million 
\merican women will cast ballots for 

highest political office in the world. 


Why Men Carry Insurance 

Generally speaking, men carry life in- 

ance for two principal reasons: First, 

the protection of dependents. Sec- 

l, for a savings fund. 

Thousands of business women, how- 
ever, support dependent mothers, fath- 
ers, brothers, sisters, and even hwus- 
hands. A dependent is a dependent, 
nd it does not make much difference 
whom he or she is dependent upon. They 
need life insurance protection just as 
much if the provider is a woman as if 

provider is a man. It is undoubt- 
edly true, of course, that fewer women 

e dependent relatives to take care 

than men; but there are unfortu- 
1ately many homes where, because of 
illness, misfortune, or a general in- 
ability of the men-folk to provide, wo- 
men are compelled to enter the business 
world and assume the burden. So thou- 
sands upon thousands support invalid 
fathers, elderly mothers, small brothers 
and sisters, in addition to themselves. 

\nother class of women especially in 
need of life insurance for protection is 
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that of widows with minor children. 
The great majority of men make no 
adequate provision for their families. 
As has been stated before, only about 
18 out of every 100 leave an estate. This 
means that 82% of all widows must 
have an outside income or go to work. 
Statistics show that about 50% are com- 
pelled to supplement their incomes by 
engaging in business. These women 
need life insurance—for their depend- 
ents, if any, and—for their own old age. 
Of course, if all men carried the amount 
of life insurance they should, this latter 
class would be practically eliminated, 
but so long as such great numbers of 
men are content to let their wives, 
mothers, and children take the risk, 
just so long will these women have a 
need that only life insurance can meet. 

There are two types of policies which 
should be especially attractive to wo- 
men. These are the Endowment and 
the Old Age Income. Of course, the 
“Old Age Income” has no appeal what- 
ever so far as its name is concerned. 
But then no policy should be judged by 
its name alone. Women, as well as 
men, grow old, and the business woman 
of today cannot expect to retain her 
youthful earning capacity twenty or 
thirty years from now—any more than 
the young business man of today can 
do so. It is certainly just as essential 
for women to provide for that time as 
for men. This policy, when taken out 
around age 30, with premiums running 
to age 50 or 60, presents one of the 
most practical, safe, and attractive 
propositions in life insurance. 

Not only is she assured of a definite 
life income beginning at age 60, but she 
is enabled to give financial protection 
to any dependent or dependents mean- 
while. While the income policy has a 
commuted value (cash surrender value) 
at age 60, the tendency would normally 
be to take the income. This, particu- 
larly for women, is added protection 
There is not the chance of the principal 
being lost, and it is very easy to lose 
money. Wildcat stocks and foreign ex- 
change propositions are merely chan- 
nels of possible loss. Most successful 
business men would hesitate in invest- 
ing $5,000 or $10,000. It seems easier 
to accumulate an estate than to retain 
it after it has been accumulated. The 
income, therefore, eliminates all possi- 
bility of loss through unwise invest- 
ments. It is fixed, definite, and certain 
The company has the responsibility, 
and the company’s investments are con- 
trolled by law. 


An IIlustration of the Policy 


Assume that the insured is a_busi- 
ness woman of about thirty years of 
age, who desires to create an income 
for herself of $100 per month as long as 
she lives, the income to commence at 
age 60. She may have a wholly or par- 
tially dependent mother, or some other 


relative. The annual premium would be 
$441.16, reducible by yearly dividends, 
The policy would provide: 


1. In event of death of the insured an income 
of $100 per month to the beneficiary for 10 
—— or a total income of $12, If the 
enchciary should not live at least ten years 
the remaining part of the income due would 
be commuted and paid to the estate. 
At age 60 the premiums would sto 


d and the 
insured receive an income herself of $100 


per month, guaranteed for a minimum of 
ten years. and ‘as long thereafter as she 
might live. In other words, the insured has 
an income of $100 every month for Lirz. 
In lieu of this income the insured could 
take at age 60 a guaranteed sum of $14,880, 
plus about $2,000 to $3,000 in dividends 
(provided they are left with the company 
to accumulate at interest) making a total 
lump sum cash estate of over $17,000. Of 
course, the dividends could be drawn’ in 
cash and the income taken just the same. 
This would give a return of several thou- 
sand dollars above and beyond what was 
actually paid in in premiums, in addition to 
the protection. 


What this policy actually does is to 
give some protection to dependents, 
and at the same time assure absolute 
independence to the policyholder in old 
age. It is well adapted to professional 
men and unmarried men as well as wo- 
men. It also has the usual loan and 
surrender values, paid-up policy, and ex- 
tended insurance that other standard 
forms have. : 


Features of the Endowment Policy 


The Endowment Policy for young 
women earning a moderate salary, is 
also a very fine method of systematic 
saving, with the protection in addition. 
\ Twenty-year Endowment Policy, 
taken out between and 25, 
would involve a saving of a little less 
than a dollar a week. But the saving 
would be regular, and twenty years 
later, around age 40 and 45, the prin- 
cipal, with some interest, would be paid 
to the insured. In event of death in the 
meantime, the principal sum would go 
immediately to the beneficiary. Most 
business girls could save a dollar to 
five dollars a week to good advantage 
in this way. On maturity it might form 
a nest egg for some moderate business 
enterprise, resulting in financial inde- 
pendence. A small sum saved regularly 
quickly builds up. It is not the saving 
that is difficult; it is the habit of saving 
that is hard to acquire. 

While it is unquestionably true that 
the Endowment Plans and the Old Age 
Income Policy are best adapted for the 
great majority of women, no hard and 
fast rule can be adopted, because the 
field of life insurance, as it relates to 
women, is too large and too broad. 
There are many cases where the Or- 
dinary Life or the Twerty Payment 
Life would be better than Endowment 
or Old Age Income. But this only 
illustrates what a wonderful oppor- 
tunity this particular field presents, and 
what a real need there is for all kinds 
of life insurance among all classes of 
women. If the women of the nation 
were as well educated on the value of 
life insurance as are the men, they 
would become a stimulus to the busi- 
ness. It has taken many years to teach 
the gospel of life insurance to the men 
of the country, and even they are 
greatly under-insured. It is only re- 
cently that young men in any number 
have taken life insurance, but they still 
need life insurance education. 
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Why Don’t Utility Investors Organize? 


Organization of Railroad Investors Helped Solve Rail Problem — Public Utility Security 
Holders Should Force Rate-Making Bodies to Give Them a Square Deal 


HE financial fortunes of the railroads 

and of the public utilities have re- 

flected a parallel downward trend 
since war-time costs of labor and mate- 
rials doubled expenditures but allowed 
no corresponding gain in receipts. While 
there have been comparatively few re- 
ceiverships thus far among the larger 
utilities, this is simply due to the fact 
that most were fairly prosperous before 
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the war and have been able to live for a 
time on their own fat. Now, however, 
many a protruding financial rib is in evi- 
dence. 

The investors in railroad securities have 
followed a more consistent and successful 
course in their efforts to obtain a financial! 
readjustment than have the holders of 
public utility securities. Under the lead- 
ership of S. Davies Warfield of Balti- 
more, the National Association of Own- 
ers of Railroad Securities was organized, 
ultimately representing about one-third of 
the total railroad stocks and bonds ont- 
standing in the hands of the public. A 
large amount of educational propaganda 
was carried on under the direction of Mr. 
Warfield. 

While it is perhaps impossible to indi- 
cate any direct connection between this 
organized campaign (which supplemented 
that conducted by the Railroad Execu- 
tives Committee) and the final enactment 
of the Esch-Cummins Law, there can be 
little doubt that this effective publicity 
was an important factor in converting 
Congress and the general public to a 
sane view of the railroad problem. 

The railroad problem is essentially a 
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credit problem. The operating troubles 
which the roads have had to face this 
year, which in turn have slowed down our 
whole industrial machine, were due pri- 
marily to the starvation rate-making 
policy pursued by the Interstate Com- 
merce Commission since 1910. Through 
this policy the earning power of the rail- 
roads had been so-curtailed that investors 
lost all interest in railroad stock issues, 
with the result that new financing for 
years has consisted in the issue of bonds, 
equipment trusts and short-time notes, 
making the financial structure of many 
roads top-heavy. This policy is a dan- 
gerous one, culminating eventually in re- 
ceivership for weaker roads. 

It remains to be seen whether the pres- 
ent generous rate increase allowed by the 
Interstate Commerce Commission will ef- 
fect the radical change in the outlook of 
investors necessary to permit the rail- 
roads to finance a fair proportion of their 
needs through stock issues. Unless this 
is brought about in the near future, still 
further heroic measures must be resorted 
to, or else ultimately the Government 
must itself bear the entire burden of rail- 
road financing, as it already bears a part. 

The public utility situation is similar 
in many respects, but the issue has not 
yet been successfully faced. The utilities 
must struggle against a multitude of com- 
missions, legislatures and other rate-mak- 
ing bodies, many of which are swayed by 
local prejudice and political expediency. 
Meanwhile equipment is deteriorating 
and needed improvements have been post- 
poned. 

The ordinary citizen, although a direct 
consumer, often fails to appreciate the 
dangers to himself of continued low 
charges for service. Most utilities are 
so constituted that they must continue to 
render fairly satisfactory service or close 
up shop entirely. The railroads, on the 
other hand, perform a variety of func- 
tions, and the degree of efficiency is 
easily apparent to the shipper or traveller. 
The manufacturer and shipper are there- 
fore usually able to appreciate the ulti- 
mate effect of low rates, while the house- 
wife who turns on the gas in her kitchen 
range, or the laborer who rides to his 
morning’s work in the trolley car, can 
see little advantage accruing to them in 
the payment of increased rates so long as 
the service does not fail altogether. 

Radical newspapers condemn indiscrim- 
inately the attempts of public utility com- 
panies to obtain increased fares, often 
raking up old charges of financial mis- 
management and appealing to the ever- 
latent prejudice against trusts and “male- 


factors of great wealth.” Moreover. 
many of the utility companies have had 
to contend with franchise provisions fix. 
ing fares. 

Many Utilities on “Ragged Edge” 

It is remarkable that more utilities, es- 
pecially among the large traction and gas 
companies, have not been forced into re- 
ceivership. The Interborough Rapid 
Transit Company has been on “the ragged 
edge” for some time, and has only paid 
interest by crowding its cars and selling 
some of its real estate holdings. The 
struggle which Consolidated Gas has had 
to obtain its new rates is also familiar 
history. These conditions are typical 
elsewhere as well as in New York City 
People’s Gas of Chicago reported a deficit 
of over $700,000 for its first quarter, and 
its increased fares recently granted are 
being fought tooth and nail by the city 
of Chicago. 


About three-quarters of the traction 
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companies throughout the country have 
succeeded in obtaining some increase in 
fares, although insufficient in many cases 
to offset the full increase in operating 
costs. The public, however, has to be 
“educated” before it will take kindly to 
the new fares, and in many cases, since 
transportation is not a necessity in the 
same degree as gas and electricity, the 
number of passengers has declined to 
such an extent that smaller net revenue 
was obtained after the increase than be- 
fore. This was notably the case in Bos- 
ton, where the elevated lines were placed 
on a basis of fares fixed at cost, with the 
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result that rates were increased gradually 
from five cents to ten cents or more, each 
rise forcing a further reduction in the 
gross business handled. However, this 
result is generally psychological, and a 
large number of persons who at first re- 
iused to pay the increased fare doubtless 
later resumed the habit of riding. 
\ Federal Commission on Public Utili- 
ties waS appointed by President Wilson 
some time ago and has recently rendered 
, report. There was nothing new in the 
conclusions presented by this Commission, 
ut the report yields strong support to 
claims of utility companies for in- 
-reased fares, and emphasizes the danger 
‘ontinued public apathy as regards 
the solution of a grave national problem. 
Why do not utility investors realize 
the necessity of active co-operation in 
presenting their cause? The benefits 
of the Federal investigation may be 
lost unless there is an effective follow- 
up campaign. The public must be con- 
vinced of the actual tangible loss suf- 
fered, and of the danger that investors 
will refuse to invest new funds unless 
promised fair treatment. A _ strong 
united appeal to the commissions and 
rate-making authorities must be made 
for prompt end adequate remedies. 
he objection may be made that public 
lity investors are not a coherent group 
ike the holders of railroad stocks and 
ds, and that the difficulty of organi- 
tion would be much greater. While this 
or must dopbtless be taken into ac- 
it is not sufficient to prevent the 
such a movement. With 
per leadership and strong initial sup- 
the campaign could hardly fail to 
ire valuable results. 


cess of! 


certain amount of propaganda has 
ady been carried on by such organi- 
ons as the Merchants’ Association of 
New York City, The American Electric 
Railway Association, etc. Each branch 
the utility business is organized in 
me manner, and these organizations 
ubtless would gladly undertake to com- 
the necessary statistics to reflect cur- 
t financial and operating conditions of 
various utility companies throughout 
country. These statistics would fur- 
ish the basis for a country-wide propa- 
ganda, including advertising in newspapers 
and magazines. This would not only serve 
as an antidote to the venomous attacks of 
stile newspapers, but would convince the 
public of the necessity of handling the 
utility situation in the same courageous 
vay that the railroad situation has been 
treated. 


Purposes of Organization 

The most essential purpose of such a 

mpaign should be to do away with the 
iceply-rooted idea of so large a part of 
the general public that the utility com- 
panies have fattened their capitalization 
by a large amount of watered stock, and 
that therefore the present schedule of 

tes would, if placed in relation to the 
actual property investment, give approxi- 
mately a fair return to the original in- 
vestor. Perhaps a few of the large utility 
companies have been financially exploited 
in the past, but present laws guard against 
this, and the whole multitude of corpora- 
tions should not be made to suffer for 
the past sins of a few. 

Another influential section of the public 
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will admit that investors are being 
mulcted to give consumers the benefit of 
the low rates, but still refuse to actively 
support increased fares either because of 
indifference or the feeling that corpora- 
tions can readily look out for themselves. 
These people must be brought to realize 
that if public indifference cannot safely 
continue, utility plants must be constantly 
rebuilt and enlarged—which cannot be 
done if the public, the commissions and 
investors refuse to co-operate. The only 
alternative is municipal ownership, in 
which event, even though fares were kept 
at a low level, taxes would be levied to 
make up the balance of cost and more. 

Finally, the proposed organization 
would have to apply ‘its efforts to specific 
cases. Where a utility such as the Inter- 
borough Rapid Transit Company is fight- 
ing to stave off receivership, a special 
appeal should be directed to the munici- 
pal authorities to bring them promptly 
into line to serve the best interests of the 


city at large. If the party in power re- 


fuses to yield its consent, the struggle 
should either be carried to the courts or 
to the voters on election day. 

There can be little doubt that such a 
movement, if vigorously initiated, would 
meet with wide response on the part of 
investors. The cost of a small member- 
ship fee would be incommensurate with 
the advantages which would accrue in the 
restored value of securities held. The 
accompanying graphs give some indication 
of the enormous losses which investors 
have faced. 

The success of the organization would 
of course depend largely upon the per- 
sonnel of its leadership and the co-opera- 
tion effected between the utilities of dif- 
ferent groups and in widely separated sec- 
tions of the country. 

But the public has already experienced 
a considerable change of heart and a little 
will reveal the wide change in 

rate-making bodies, which de- 
pend so largely upon political sentiment 
in making their decisions. 
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WHAT FEDERAL RESERVE BOARD CAN AND CANNOT DO 


(Continued from page 741) 








and demand. As 
credit becomes 
supply of loanable 
funds increases interest rates fall. I 
would not, however, be understood as 
justifying any effort to keep the 
general level cf rates above the Federal 
Reserve discount rates, for when our 
banking system reaches the point where 
it can function normally the federal dis- 
count rate ought always to be a little 
higher than the current market rates. 


the law of supply 
the demand for 
acute and _ the 


less 


Interest Rates of Member Banks 


If*member banks, singly or in groups, 
have been habitually charging their cus- 
tomers interest at the rate, say, of 6% per 
annum, the mere fact that these banks 
may be rediscounting 4 or 5% of their 
total loans with the Federal Reserve banks 
at 6 or 7% does not in my opinion justify 
a corresponding increase in the member 
bank’s rate on all loans. But this is a 
matter which, member barks must settle 
with their own customers, with the comp- 
troller of the currency or the state super- 
intendent as the case may be. 

I appreciate the fact that the present 
demand for credit accommodations makes 
the pathway of the average banker hard. 
Our money market at the present time 
is distinctly a lenders’ and not a borrow- 
ers’ market. Banks all over the country 
are having applications for loans which 
they cannot make and many of which they 
would not care to make even during a 
period of extreme ease in the money mar- 
ket. Still it is not fair for any bank to 
say to an applicant that it cannot make 
a loan because the Federal Reserve sys- 
tem or the Federal Reserve bank will not 
permit it to make the loan. 

The Federal Reserve authorities have 
no jurisdiction over the loans which the 
officers and the directors of the member 
banks may deem it wise to decline. The 
function of the board is to define eligible 
paper under the terms of the law and the 


Federal 
banks must use their own judgment in 
discounting offerings of eligible paper as 
defined by the board 

All banks have perfectly good paper 
which is not for discount at a 
Federal Reserve bank and it does not fol- 
low that because any particular loan is 
technically eligible that it is necessarily 
intrinsically good. 


managements of the Reserve 


eligible 


Federal Board’s Limitations 


The limitations put upon the lending 
powers of the national banks are defined 
y the national bank act and the banking 
departments of the states administer the 
laws applying to banking institutions hav- 
ing state charters. The Federal Reserve 
Board has never attempted to influence a 
bank either to make or decline a loan 
The Federal Reserve banks are author- 
ized to purchase in the open market bank- 
ers acceptances and bills of exchange of 
the kinds and maturities made eligible for 
rediscount but, with this exception, they 
have no authority’to deal directly with 
the public in their discount transactions. 
They are limited to eligible paper en- 
dorsed by a member bank. The extent, 
however, to which their discount facilities 
are being used shows that through the 
medium of member banks the Federal Re- 
serve banks are participating actively in 
extending credits. 





INCREASING USE OF ACCEPTANCES 
BY DISCOUNT CORPORATION 


The Discount Corporation of New 
York, whose entire resources and ener- 
gies are devoted to one purpose—the dis- 
counting and resale of high grade accept- 
ances—announces that it has handled since 
January 1, 1920, an aggregate of $1,200,- 
000,000 of this paper, about 80% of which 
was based upon import and export trans- 
actions. Volume handled in the entire 
year 1919 amounted to $854,000,000. 
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American Telephone & Telegraph Co. 





The Greatest Public Service Company in the World 


An Unbroken Dividend-Record of 38 Years, Its Excellent Earning Power, and Its Progressive 
Policies Have Established Amer. Tel. & Tel. as the Leader in Its Field 


HE 


was 


development of communication 
one of the earliest arts, and 

from the remotest times methods 
of conveying intelligence to a distance 
have been employed for purposes of war 
and defence. The Greeks were perhaps 
the first to adopt a systematic method of 
telegraphing and the description of a tel- 
egraph system (fire signals 


By J. L. CHEATHAM 


street, where 90-foot poles of Norway pine 
were used, each pole carrying 300 wires. 


To show the great strides made since 
that time, an underground cable less than 
four inches in diameter was recently 
made. which carfied 2,400 wires, or the 
equivalent of eight huge pole lines simi- 
lar to those mentioned above. 


ground cables with this percentage ste 
ily increasing. 

The improvements and changes which 
have been made are too numerous to men- 
tion. The balancing of lines to stop in- 
terference by the high voltage electric 
light and power currents, the loadin 
coils, the extensive central office develo; 

ments, etc., involving millions 





using torches so placed as to 


of dollars and the phantom 





represent the letters of the 
alphabet) which was em- 
ployed as early as 300 B. C. 
is to be found in the writings 
of a famous Greek general. 
From this crude beginning 


industry. 


HIS is the first of a series of articles by J, L, Cheatham to deal with 
the leading companies in the various branches of the public utility 
It contains new and extremely practical interpretations of 
the business of our leading public service corporation. 
Future articles by the same writer will deal with the electric power, 
light and traction companies whose affairs appear to be on the eve of a 
decided change for the better. 


circuits making it possible 
form a third circuit out 
two existing metallic circuits, 
all have added to the efficiency 
of the system and to ulti 
| mately reduce the cost of th 














the art of communication has 
developed into our extensive 
electric systems of today, their tentacles 
stretched into the remotest corners of the 
earth. 

Where there is a great public need 
there has always arisen means for meet- 
ing this need, and of all corporate enter- 
prises none should be more stable or 
enjoy more certain earnings than the 
companies supplying these great 


This development of the underground 
cable was attended by many failures. 
Type after type was.installed only to be 
withdrawn in. a few years and replaced 
by something better. Now the so-called 
“fine wire” type of cable is used through- 
out the system, and over 60% of the Bell- 
owned wire mileage is today in under- 


service 

A new type of long dis- 
tance cable has just recently been demon 
strated whereby speech can be transmitte 
through 2,000 miles of wire with perfect 
transmission, the circuits weighing only 80 
lbs. per mile. This type can be used to re- 
place the present circuits, which weigh 870 
Ibs. per mile. As time goes on the saving 
resulting from the use of these cables will 
be enormous. In 1892 a single 





community necessities. 





While the old-world nations 
developed various means of com- 
munication—the word telephone 
is derived from the Greek, mean- 
ing “a voice from afar”—tele- 
phony is notably an American 
achievement; and the use of the 
telephone is greater in this coun- 
try than in any other part of the 
world. Its development was 
not simple nor easy, but has 
taken the life-long efforts of men 
like Alexander Graham Bell, 
Theodore N. Vail and many 
others whose all-possessing faith 
worked toward the perfection of 
an art. 

Substantially all of the impor- 
tant contributions to the develop- 
ment of the telephone have been 
made by Americans. 


Development of the Telephone 


The first telephone line con- 
structed was a copy of the best 
telegraph line of the day. Very 
quickly, however, it was found 
that other means would have to 
be devised if the telephone was 
to be more widely utilized. As 
a result of numerous investiga- 
tions an all-wire copper circuit 
was developed. 

In this early period the stand- 
ard method for carrying the 
wires was by the use of pole 
lines, a method which, while 
suitable for outlying communi- 
ties, soon proved impractical in 
congested districts. The highest 
pole line ever constructed was 
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pair of wires required to con- 
nect New York and Chicago 
weighed 870,000 Ibs., or a full 
load for a 22-car freight train! 

These extensive develop- 
ments and improvements cannot 
be made without new capital, 
and to attract these new funds 
sufficient earnings must be al- 
lowed not only to pay the full 
dividend requirements, but to lay 
aside a surplus sufficient for any 
contingency which may arise. 

An essential part of telephone 
service is the readiness to serve 
new patrons as well as 
Readiness to serve involves abil- 
ity to extend, and any impair- 
ment of this ability to make ex- 
tensions means an_ insufficient 
service with the consequent re- 
action upon the public as well as 
upon the company. 

The telephone business is a 
very extended one, in fact there 
are in this country alone upwards 
of 11,000 separate telephone com 
panies. Of these, 36 are asso- 
ciate companies of the Bell sys- 
tem, over 9,000 are independent 
companies whose telephone sta- 
tions connect with the Bell sys- 
tem, and there are about 1,500 
independent companies having 
no connections with it whatever. 


old. 


Organization of the Holding 
Company 
The American Telephone & 
Telegraph Co. was incorporated 
in the State of New York in 
1885. Previous to 1900 it owned 
only long distance lines and 








in New York City on West 
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equipment, but later acquired the actual 
property of several companies. In addi- 
tion to Owning and operating its own long 
listance lines the company furnishes each 
of its associated companies with all the 
telephones needed and provides the engi- 
neering and other services. 

The Bell Telephone System, in which 

American Telephone & Telegraph Co. 


time over twenty-four million miles of 
wire and almost twelve million tele- 
phone stations and that the major de- 
velopment of this industry has taken 
place within the last twenty-five years. 

The true value of the telephone plant 
is much greater than the book value. In 
fact actual appraisals which have been 
made from time to time by rate-making 
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ts as a holding company and has an ex- 
nsive and controlling interest, consists 

a great national network of toll lines, 

‘al exchange lines, buildings and other 
lephone property. The system, al- 
iough made up of many separate corpo- 
ations, operates as one organization 
through the American Telephone & Tele- 
raph Co. and consequently enjoys a 
nity of purpose, a standardization of ma- 
rials and methods and a consistent pol- 
vy which would otherwise be unattain- 
le. 

The company owns directly or indi- 
ctly 89% of the stocks of all the asso- 
ated companies; but the companies of 
hich it owns practically all of the profit- 
laring stock produce 75% of its revenue. 

addition it owns over 97% of the 
rofit-sharing stock of the Western Elec- 
~ Co., Inc., which is the manufacturing 

d supply organization of the system. 

In order to properly handle the great 
entralized organization and supply suit- 
ble headquarters for the wire service, an 
fice building of the most modern type 
vas erected at 195 Broadway, New York 
ity, in the heart of the great financial 
istrict. Since its construction the busi- 
ess of the company has grown to such 

extent that additional facilities are 
ecessary and the company is now build- 
ig an extension which, when completed, 

vill take the remainder of the block on 
\roadway. 

The numerous changes and improve- 
ents as well as the normal growth of 
1e service, has made necessary large 
lant additions. During the past 20 years 
he huge sum of $1,000,000,000 has been 
expended for these additions to plant. 
This phenomenal growth can be more 
fully appreciated when we note that there 
are in the United States at the present 
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bodies have clearly demonstrated the con- 
servatism of values. Even be- 
fore the war the reproduction cost of the 
3ell System plant was in excess of the 
book value, but, at present prices, to re- 
produce these properties would cost sev- 
eral million dcllars more than 
the values shown. 


the book 


hundred 


Enormous Earning Power 


In a great many instances when ana 


lyzing the American Telephone & Tele- 
graph Co., the fact that it is a holding 
company is overlooked and the property 
and plant account is considered too small 
in comparison with the investments 
which the company holds. ‘ 
This is merely a book-keeping item. To 
get the real value of the property and 
plant an examination of the “Bell Tele- 
phone System in the United States” must 
be made. It will then be that the 
capital stock, bonds and notes of the Bell 
Telephone System outstanding in the 
hands of the public at the beginning of 
the present year amount to only $1,000,- 
000,000, while the devoted to 
earning a return on these outstanding se- 
over $1,448,000,000., 


seen 


net assets 
curities aggregate 


Moreover when the earnings of the 
American ‘Telephone & Telegraph Co. 
are examined by most analysts only the 
dividends, interest, etc., which are ac- 
tually paid this company by the Bell Sys- 
are included. A 
reported by the 
company 
other 
could 


comparison of the 
Bell System 
will illustrate 
whichi 
upon to 


tem 
figures as 
and the holding 
the widespread 
the latter concern 
maintain its present dividends. For the 
year ending December 31, 1919, the Bell 
System reports net profit after interest of 
dividends. paid of $39,- 
leaving a balance of $12,117,638 
as undivided profits. The American Tel- 
ephone & Telegraph Co. reports for the 
same period net profits after interest of 
$44,395,791 and after paying out dividends 
of $35,356,334 has an undivided surplus 
»f $9,039,457. Thus the holding com- 
pany not only has a surplus after divi- 
dends but if this surplus were used up 
it would still be able to call on the 
Bell System to supply more revenue. 
In other words only that part of the 
net profits of the associated companies 
which is received as dividends has been 
included in the American Telephone & 


resources 
draw 


$51,957,565 and 


839,927, 
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A COMPARISON OF THE TELEPHONE AND GENERAL BUSINESS 


The curve “General Business” is an estimate of general business activity in terms 
of volume of business, that is, with all price inflation eliminated. 
The “Telephone” curve is a measure only of the volume of telephone business, 
and not significant of financial results of operation. 
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Telegraph Company's earning state- 
ment. 

However, in order to provide for the 
needed extensions, improvements and ad- 
ditions these excellent earnings must be 
maintained and the more equitable and 
more logical treatment which regulatory 
bodies are now granting helps a long way 
toward attaining these results and toward 
attracting new capital. It is becoming 
more clearly understood that in a utility 
like this the system must extend with the 
growth of the community in order to pro- 
vide proper service. 

The uniformly excellent earnings of the 
company is made possible by its extensive 
operations. No local public utility has un- 
varying good fortune but with a utility 
of national scope, occasional local varia- 
tions in conditions have hardly any ef- 
fect either on the service or the revenue 
as a whole. 

The Future of the System 


company has an enviable record; 
but its prospects give promise of far 
greater results. The present demand for 
service is greatly in excess of the present 
capacity. Of course a considerable deple- 
tion of plant reserve was caused by the 
war; during hostilities it was almost im- 
possible for the company to secure 
proper materials and supplies, as a con- 
sequence its reserve was exhausted and 
it will take some time to re-establish this 
plant reserve, especially in the more con- 
gested districts. In time, however, the 
much needed reserve and the former 
quality of service will unquestionably be 


The 


restored. 

The management has always been pro- 
gressive and is constantly improving its 
methods and its facilities. The new type 
of cable recently demonstrated for long- 
distance service greatly reduces’ the 
weight of copper needed and the result- 
ing economies, as time goes on, will be 
enormous. According to a very conserv- 
ative estimate this invention alone will 
result in an annual saving of $5,000,000 a 
few years hence when the service has de- 
veloped in density to permit it to be ex- 
tensively used. Other new 


tion in its normal expansion. This is an 
element of security which enables the 
telephone business to be carried on with 
a lower margin of surplus earnings than 
would be safe in general industrial under- 
takings. 

The company and its predecessor have 
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this company worth the attention of 
thoughtful investors. Not only are its 
bonds and notes excellent investments, 
but its capital stock has long been a fa- 
vorite, and the future gives great prom- 
ise for securing a high yield on this stock 
and also for reaping an appreciable profit 
by an increase in its value. 

The intrinsic soundness of this system 
should be fully realized and the difficul- 
ties encountered by street railways should 
not be allowed to overshadow opinions of 
the whole utility field—vol. 25, 
p. 968. 


public 


PUBLIC UTILITY SECURITIES 
BECOMING ACTIVE. 


Whether a mere coincidence or the re- 
sponse of the inyeSsting public to the re- 
cent,articles published in this Macazine 
on the subject, public utility securities 
have developed unusual strength and ac- 
tivity within recent weeks. 

There is very little to suggest that the 
strong buying movement which has taken 
place is anything but a prelude to what i 
Thoroughly _ in- 
formed bul.ish 


on these securities for the past year or 


to happen later on. 


interests who have been 
maintain their optimistic attitude, 
that the have 


shown a definite tendency upwards. 


more 
especially now utilities 

Public utility bonds which have led the 
way continue very strong, but the main 
movement is now taking place in the vari- 
ous stock issues. 
features are American Light & Traction 
with a rise of 15 points to its credit, Com- 
which 
and Federal 


preferred, 


Among the very recent 


has advanced 
Light 
which is up 


monwealth Power 
about 4 _ points 
& Traction 
about 5 Power & 


points. American 


Lighting also continues 





inventions are constantly be- 





ing adopted which will im- 
prove the efficiency and lessen 
the cost of operation of the 
present plant. 

The great demand for serv- 
ice is probably best illustrated 
in New York City. This 
great community has at pres- 
ent more than a million tele- 
phone stations, and it is pre- 
dicted that in the next 20 


Year 
Dec. 31st 
1914 





Ending 
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AMERICAN TELEPHONE & TELEGRAPH 


Dividends 
paid per 
share on 
Capital 
Stock 


Earnings 
per share 
on Capital 

Stock 
9.38 
9.52 


Net 
Revenue 
$32,334,814 
34,618,638 
38,013,277 
38,471,106 
43,901,322 
44,395,791 
32,920,090 


strong as, indeed, do most of 
the other public utility issues. 

One of the significant fea- 
tures of the situation is that 
very little stock is to be had 
around current prices. The 
general attitude of optimism 
regard to the publi 
utilities is so prevalent that 


with 














present holders seem reluctant 





years this service will be more 
than doubled. 

Because of the re-investment of sur- 
plus earnings into the property and plant 
of the System it is not necessary to pay 
interest on approximately one-third of 
this huge investment, and as a result a 
relatively low return on the total net as- 
sets is sufficient to earn all fixed charges 
and dividends. 

Not only does the telephone business 
grow steadily over a period of years, but 
even in times of business depression it 
does not suffer any substantial retarda- 
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paid dividends at the rate of at least $7.50 
per share per annum for the past 38 years, 
and during the past 13 the. annual rate 
has been uniformly $8.00 per share. 
Based on the earnings for the first six 
months of the present year the net profits 
are running at the annual rate of almost 
$12.00 per share on its capital stock. 

The company’s conservative policy, its 
long and unbroken dividend record, its 
excellent earning power and the great fu- 
ture prospects make all the securities of 


to dispose of their holdings, 
especially now that the public utility mar- 
ket shows genuine signs of marked im- 
provement. 

Increased rates and the disposition on 
the part of local authorities to co-operate 
with the management of the public utility 
corporations under their jurisdiction in- 
dicate that present strength among issues 
of this class is not temporary. Very 
probably, they have just begun to dis- 
count what is undeniably a vastly im- 
proved future. 
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Hudson & Manhattan R. R. Co. 





Hudson Tube Bonds Good Investments 


Growth in Traffic and Profitable Real Estate Investments Assure Outlook of Reorganized System 


HE Hudson Tube System comprises 
a double track underground railroad, 
extending from Cortland Street, 
owntown New York, and from 33rd 
Street, uptown, to Jersey City and Hobo- 
ken, N. J., and with an extension operated 
jointly by the Pennsylvania R. R. to New- 
i. ee 
In addition to its railroad operations 
the company owns and operates the Hud- 
son Terminal Buildings at 30 and 50 
Church Street, which are over the down- 
town terminal. These buildings are 
nbong the most prominent of New York 
kyscrapers and are among the largest 
fice buildings in the world. 
The railroad properties are of modern 
ynstruction. The stations are built of 
inforced concrete and the tubes are of 
ist-iron sections protected on the out- 
de with a heavy layer of concrete. The 
ils are laid on rock ballast and car op- 
ation is protected by up-to-date elec- 
tric block signal system. 


By PALMER CLINGMAN 


all of the Jersey traffic described must 
pass. It is also not out of place to men- 
tion here that, owing to the exceptionally 
permanent construction of the property 
and the protection of the roadbed from the 
weather, depreciation and maintenance 
should be, and are, relatively small. 

In weighing the securities of the Hud- 
son Tube System there are several fea- 
tures which set them entirely apart from 
any of the other so-called rapid transit 
lines about New York. 

In the first place the property is an 
inter-state proposition and is therefore 
subject to the Interstate Commerce Com- 
mission. This means that the local politi- 
cal situation has little to do. with the com- 
pany’s chance of obtaining an equitable 
rate of return upon its capital investment. 

Secondly, the property has been con- 
structed entirely by private capital, a fac- 
tor still further assuring its freedom from 
political entanglements. 


increase of 40% over the revenue from 
the buildings reported for 1919, which 
amounted to $812,333 net. This increase 
would produce a total net rental, after it 
had been in effect one year, of $1,135,000. 


Tue Corporate STRUCTURE 


Before considering the operations of the 
company from a financial standpoint we 
may review its corporate structure. 

The present capitalization is as follows: 


New York and New Jersey 5s (un- 
derlying), due Feb, 1, 19382.. 
Hudson and Manhattan first and 

refunding 5s, due Feb. 1, 1957.. 
Hudson and Manhattan adjustment 

and income 5s, due Feb. 1, red 
Hudson and Manhattan first 4% 

(closed mtg.), due Feb. 1, 1957. 


$5,060, 000.00 
37,521,233.66 
$3, 102,000.00 

944,000.00 


Total funded debt, 
car trusts 
5 non-cumulative preferred stock 
Common stock 


excluding 
$76, 567,233.66 
5,242 000.00 


Total $121, 753,233.66 
It will be recalled that in 1913 it ap- 
peared that the Hudson and 
Manhattan Co. could not 


capitalization 








[he cars are all of steel and 
ire operated by the electric 
nultiple unit system. 

The railroad operation has 
nade a wonderful safety 
ecord, having been pre- 
ented with a medal by the 
\merican Museum of Safe- 
ty in recognition of its hav- 
ng had no fatal accidents in 
ten years’ operations. 


Only 


Year 
Ended 


Passenger Traffic 
Handled 

The traffic over the Hud- 
on Tubes is entirely pas- 


*Does not 


Sources of income available for fixed charges; 
together with amount of fixed charges and times earned. 


RR, Operation 
(Rental Deducted) Real Estate 


919 2, 
1920 7 months oulded 


TABLE I—HUDSON AND MANHATTAN BR. R, COMPANY] 
percentage of each to total, 


Net Income After Taxes 
— ne 


for 

Chegs. 
2,893 
2,947 


Miscel. 
Exp. 


Miscel, 
Amt, % 


33 
29 
43 


FIIBSSE a 


include interest on income bonds. 


7000 omitted. 


‘Available Total 
Fixed Times 


Chgs.* Earned 


meet its obligations on its 
then funded and floating 
debt. Approximately 984% 
of the then $74,731,500 first 
4%s were, as a result, de- 
posited and exchanged for 
$33,574,000 first and refund- 
ing 5s, and an equal amount 
of income bonds. A total 
of $3,461,000 of first 5s were 
also issued to stockholders, 
thus liquidating the floating 
debt 


2,177 
2,227 


1,33 
1,32 
1,28 


Effects of Readjustment 


This plan of readjustment 





enger, and, in addition to 
that originating in Jersey 


has been satisfactory as re- 





City, Hoboken and Newark, 
s derived from the New 
Jersey commutation service 
ver the Pennsylvania, Erie 
ind D. L. & W. railroads. 
In the last ten years this 
raffic has doubled and at the 


Year 








TABLE II—HYPOTHETICAL EARNINGS OF HUDSON AND MANHATTAN,* 
Fixed 
Charges 
2,439 
2,439 


_ Oper. Real Estate 
% Amt. % Total 
74.5 975 25.5 3,832 
71.5 1,135 28.5 3,992 


*000 omitted. 


gards the solvency of the 
project since that time, as 
may be seen from Table 1, 
herewith, showing income 
and charges of the company 
for the period. It will be 
noticed that, in spite of in- 
creasing costs of operation, 


Times 

Earned 
1.57 
1.65 








present time it is increasing 
very rapidly, due largely to 
he great number of people who are being 
ittracted by the lower living costs prevail- 
ng in New Jersey as compared with New 
York City. 

The only competitors of the Hudson 
ind Manhattan Lines are the ferries op- 
rated by the various railroads from their 
terminals on the western side of the Hud- 
son to New York City. In view of the 
2reat time-saving attained by traveling on 
the Hudson Tubes and the relative inac- 
cessibility of the ferry terminals as com- 
vared with the New York stations of the 
Hudson Tubes, this competition is not 
important. 

It will be noticed that the traffic on the 
Hudson Tube Lines will continue to grow 
without the company itself having to make 
extensions to its properties other than ad- 
ditional car and station facilities, as the 
tubes are in reality a throat through which 
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Thirdly, the company obtains about one- 
third of its revenues from its real estate 
investments. The great scarcity of of- 
fices in the downtown section of New 
York, with the desirability of space in the 
Hudson Terminal Buildings and the gen- 
eral tendency toward increased rentals, 
makes a steadily growing income from 
these buildings seem likely.. In any event, 
the investment seems bound to be highly 
profitable. 

It is understood that the greater num- 
ber of leases in this building will expire 
within the next two or three years, at 
which time it would seem that the rev- 
enues derived should reflect higher rates 
prevailing elsewhere. 

Assuming that the Hudson and Man- 
hattan Company adopt the general policy 
of other property holders in lower Man- 
hattan, we may conservatively estimate an 


and largely due to a greater 
annual traffic business, the net operation 
of the railroad has been slowly but surely 
gaining. Earnings from the railroad 
alone, though, have never been large 
enough to meet the fixed charges. 

The cash position of the company is 
satisfactory, working assets at the close 
of 1919 amounting to $2,798,000 against 
working liabilities of $1,801,000. 

Early in 1920 the company had a strike 
on its lines which closed them for at..ui 
two weeks; but despite this temporary 
loss of its railway business it appears 
that the company’s 1920 earnings were, 
up to August first, on a larger scale than 
ever before. 

There should be great rejoicing in the 
ranks of the Hudson and Manhattan bond 
holders for the fare increase which the 
company recently received. The award 

(Continued on page 778) 
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Mining Securities 





American Smelting & Refining 








Anaconda Copper Mining Co. 





Copper Bonds Selling Near Bargain Levels 


Wide-Flung Interests of American Smelting Tend to Stabilize Its Earning Power—Anaconda 


ENTIMENT is more favorably dis- 
posed toward the copper shares than 
it has been for some time. Producers 
have been liquidating the accumulation of 
surplus stocks of metal in this country, 
and operations in Mexico, where many 
American producers are interested, have 
improved substantially. 
It is said that a copper stock to be a 
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worth-while speculative commitment, must 
yield at least 10%, but two of the lead- 
ing representatives of the copper industry 
—American Smelting & Refining and An- 
aconda—do not begin to give that yield 
on their common stocks. As for bonds 
of the copper companies, widespread in- 
terest has not been attached to them from 
purely an investment standpoint. 

30th Smelters and Anaconda have 
funded obligations outstanding, which 
possess no convertible features but which 
must make their appeal as investments. 
The Smelters issue is a long-term bond, 
while the Anaconda is short term. Both 
of these issues are cheap and deserve 
more attention than they have been re- 
ceiving, particularly as the two issuing 
corporations may be expected to be well 
in the front when the copper industry 
definitely turns actively for the better. 


AMERICAN SMELTING & REFINING 


As everyone knows, the American 
Smelting & Refining Company is not a 
mining proposition. For the most part 
the company depends for revenue upon 
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Also Diversifying Its Activities 


By JOHN MORROW 


smelting tolls from producers in this 
country and Mexico. Copper is the solid 
background of its activities, but against 
that background profitable sidelines exist 
in silver, zinc, lead and other metals. 

It was remarked by an authority that 
the war cost the American Smelting & 
Refining Company a pile of money. Be 
that as it may, earnings in the war period 
were extremely satisfactory; but after the 
armistice was signed activity ceased and 
perhaps it would be truer to say that 
post-war conditions cost a pile of money. 
Copper men are confident that the Euro- 
pean demand will make itself felt, but 
until it does the copper industry may be 
prevented from registering highly satis- 
factory earnings. However, signs are on 
the increase that the turn is near at hand, 
if not. already here, but how fast the re- 
covery will be is a subject of conjecture. 

The improved operating conditions in 
Mexico and the high price of silver have 
undoubtedly been of substantial benefit to 
American Smelting & Refining. The cor- 
poration is a big producer and refiner of 
silver, largely from Mexican properties. 
In 1919, out of gross revenues of $243,- 
843,000, between 25 and 30% represented 
revenue from silver. While this percent- 
age is substantial it is not large enough 
to allow silver operations to determine 
the total results of the company’s opera- 
tions. The company’s record showed that 
in 1919 78,200,000 ounces of silver were 
produced; three million more than in 
1918, and nineteen million more than in 
1917. Nevertheless, earning on the com- 
mon stock were only 2.95%. Copper pro- 
duced in pounds in 1919 totaled 705,676,- 
000, as against 868,000,000 in 1918 and 
over 900,000,000 in 1917. 

As a result of the generally unsatis- 
factory conditions in 1919 the company 
showed a deficit of $635,000 after all 
charges, including dividends. The de- 
pressed state of the copper industry was 
mainly responsible for the showing, which 
again emphasized the rapid fluctuations to 
which the business of the company is 
subject. 

While this year has witnessed a steadier 
copper market and a somewhat greater 
consumption, as compared with 1919, the 
uplift has not yet gone far enough to 
cause great jubilation on the part of re- 
finers and producers; but for the first 
time in some years it appears as if the 
Mexican interests of the company were 
going to pay a profit. Operations lately 
have been close to 100%. 


THE 


As a result of improvement the divi 
dend on the common stock was earned it 
the first half of 1920 with some margin 
to spare. So far, in the second half of 
the year the buymg of copper by con- 
sumers has not been aggressive. 

The end of 1919 found American Smelt- 
ing & Refining with a heavy stock of 
metal on hand, the amount totaling $48,- 
761,000, an increase of $7,800,000 over the 
previous year, and a new high figure 
This was, of course, the result of the ac 
cumulation of stocks during 1919, and ne- 
cessitated careful use of working capital 
This situation was further indicated by 
the extremely small working capital of 
only $5,725,000 at the end of 1919 against 
$14,000,000 at the end of 1918 It has 
been the endeavor of the management this 
year to work off, or rather to liquidate, 
its accumulation of metal, and in this the 
company has undoubtedly been reasonably 
successful. It is therefore assumed that 
the cash position at the end of this year, 
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s compared with last year, will be more 
ivorable. 

In a business which is subject to the 
nusual fluctuations which characterize 
1e operation of Smelters, the results of 
ny one year do not prove or indicate 
nough as to the real earning power. A 
en-year record indicates that American 
Smelting & Refining earned an average 
f 12.80% on the stock. But this includes 
the two big boom years of 1916 and 1917, 
nd normal earning power may be figured 

something less than 12.80%. 

While the common stock of Smelters is 

peculative and must remain so for some 
time anyhow, there is nothing to inter- 
fere with presumption that the first mort- 
gage 5d bonds may be considered in the 
nvestment class. Perhaps the speculative 
iature of the ‘company’s business may be 
something of a hindrance in the progress 
»f the bonds to a high-grade investment 
rating, but at present prices in the neigh- 
borhood of 75 they certainly look cheap. 
Even in 1919 the amount available for in- 
terest on these bonds was $7,201,534, 
whereas interest requirements were $1,605,- 
949, an amount available for interest of 
ver four times requirements. And 1919 
was a sub-normal year. 
There may have fear, or belief, 
at perhaps the company would find it 
necessary to do some financing this year 
to increase working capital. While this 
probability may not be entirely dissipated, 
the company’s financial situation must be 
easier than at the end of 1919. 

Just recently the 5s sold as low as 73, 
where the direct income return was 6.9%, 
and where the yield, as if held to ma- 
turity, was 7.3%. These 5% bonds are 
due in 1947 and are a first mortgage on 
all the property, and further secured by 
pledge of the entire common stock of the 
American Smelters Securities Company 
and by the stocks of other subsidiaries. 
A sinking fund is provided to retire an- 
nually 144% of the maximum amount of 
bonds issued. The writer sees no reason 
for hesitating to recommend the purchase 
of this issue. 

The preferred stock of the company is 
entitled to 7% cumulative dividends, and 
disbursements have been made regularly 
since 1899. Average annual earnings on 
the preferred for the past ten years have 
been about 25%, and, at 92, this stock is 
at a purchase level. 

From the standpoint of dividend re- 
turn the common is not particularly cheap 
around 60, where the yield is 634%. In 
fact the direct annual income return on 
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the first mortgage 5% bonds is greater 
than on the stock, but American Smelters 
common is a favorite speculation. This 
year the stock sold down to 52%, which 
is the low mark since 1914. 

The dividend record has been rather 
conservative, and even in 1916 and 1917 
when the company was the recipient of 
big revenues 6% was the limit in pay- 
ments. As of December 31, 1914, the 
common had a book value of about $142. 
It is likely that those interested in the 
stock do not regard the present 4% divi- 
dend as permanent, but possibly see in 
a restoration of activity in the copper in- 
dustry a chance of an increase commen- 
surate with earnings. Smelters common 
is an issue to watch on breaks. 


ANACONDA COPPER 


During the past few years the Ana- 
conda Copper Mining Company has grad- 
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it is now iff a position to lay some cl 

to reputation as a 
cern, It is much more 
per producer, and 
have predicted that the 
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market very little 
use its production for its ow1 
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eventually happen is not now 
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ing theory. 
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For years Anaconda has o¢ 
premier place among the copper 
and even the stock 
has become more stabilized as to market 
price—perhaps due to the growing recog- 


past few years the 


tition of the diversification business 
To illustrate 
of the scope of 


and to obtain some idea 
business: in 1919, a poor 
year, the company produced 149,000,000 
pounds of copper, 6,744,000 ounces of sil- 
ver, 45,526 ounces of gold, 700,000 
coal and over 33,000,000 feet of 
This does not include th 
the company’s wire rod 
Anaconda has many inv 
ing 250,000 shares of Inspiration Copper 
stock, 60,000 shares of Greene Cananea 
and 217,000 Butte Copper & 
Zinc. Aside from its own operations the 
big speculative feature lies in the South 
American properties. In Chile the com- 
pany owns the Andes ( Company 
and the Santiago Mining The 
property consists of between 5,000 and 
6,000 and development work was 
begun in March, 1914, and has continued 
ever since. The tonnage developed to the 
end of 1919 on the property of the Andes 
Copper Mining Company totaled 120,000,- 
000 tons of cop- 
per value of about 1%% per ton 

Figures are not available as to the ac- 
tual value of Anaconda’s investments in 
South America as represented by the cost 
of the property and development expenses, 
but it may be approximated at $50,000,000. 
The opinion is confidently expressed by 
those in touch with the situation that 
these properties will prove to be a most 
substantial aid to earnings 

Anaconda’s present funded debt, which 
consists of $25,000,000 secured 6s, due 
1929, arose largely out of the necessity 
for funds to carry on development work 
at the South American properties. These 
bonds are secured by the stocks of con- 
stituent companies valued in excess of 
$100,000,000 and represent the only fund- 
ed debt of the company. An idea of the 
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security of interest may be gathered from 
the fact that while intergst requirements 
on the issue are $1,500,000 annually, not 
in the past ten years has income avail- 
able for interest charges fallen below 
$5,800,000. These bonds are now selling 
around 9l—an attractive price, all things 
considered. 
Average Earnings High 


Like all copper companies, Anaconda 
is subject to.large fluctuations, in earn- 
ings, but the base of these fluctuations has 
been well above interest requirements on 
the bonds, and their integrity was not at 
all endangered in poor years, such as 1919 
proved to be. The question of whether 
or not the South American companies will 
be self-supporting, in the near future, is 
of no great importance to holders of the 
bonds or to potential purchasers. At 91 
they show a direct annual income return 
of 6.6 and a yield of 7.4, if held to ma- 
turity. They have no convertible features. 
Bonds of a company like Anaconda ought 
later to be more popular than they are 
now, but, at the same time, their market 
price will be largely governed by the cost 
of money and by factors affecting invest- 
ment issues. If the yield is satisfactory 
to the purchaser, there is no reason, so 
far as can be seen, why the bonds should 
not be purchased. 

An investigation of Anaconda’s earnings 
record is not altogether satisfactory be- 
cause of the rather unusual way in which 
the company presents the results of op- 
erations. As shown by the company’s 
figures earnings prior to 1915 were not 
particularly large, as may be seen by the 
accompanying table, which, in general fol- 
lows the company’s form of presenting 
earnings. And the amount available for 
the stock is figured before allowing for 
depreciation and obsolescence charges. In 
the four years ended December 31, 1918, 
the company earned a total of $60.63 on 
the outstanding $116,562,000 common 
stock, which has a par value of $50. 
About $26, or less than 50% of the sur- 
plus paid in earnings. In those four 
years the company charged out of income 
$20,500,000 for obsolescence and deprecia- 
tion, an amount equal to between $9 and 
$10 a share on the stock. 


Dividend Payments 


Earnings per share in 1919 were equal 
to about $3.45, or 55 cents less than the 
amount required to pay dividends of $4 
a share. The dividend rate has varied 
with the earnings, as is usual with most 
copper companies. The highest disburse- 
ments were in 1917 and in 1918, when $8 
a share was paid each year, and thus the 
current rate represents a cut of 50%. 

In the eight months in 1920 copper pro- 
duction was 106,220,000 pounds, and indi- 
cations are that the total year’s produc- 
tion will exceed somewhat last year’s to- 
tal. Of course the company is benefit- 
ing, and has benefited, by the high price 
of silver. However, silver production is 
governed generally by the copper produc- 
tion, as both metals generally are taken 
from the same ore. In 1919 silver pro- 
duction was some 4,000,000 ounces less 
than in 1918, and 2,000,000 less than in 
1917. It seems reasonable to suppose the 
1920 silver production will be larger than 
in 1919, but it is unlikely to go above 
7,500,000 or 8,000,000 ounces. Available 
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Table II, herewith. 


reports indicate that the $4 dividend will 
be more than covered by earnings this 
year, but it is rumored that the rate may 
be reduced. 

The stock, at its present market price, 
yields less than 8%, but the market price 
of Anaconda stock is not strictly gov- 


erned by return. As has been said be- 
fore, there is much more to Anaconda 
than the production of copper, and these 
other factors are important and, in a way, 
mysterious, all of which adds speculative 
interest—Am. Smelt.. & Refining, vol. 25, 
p. 641. Ana. Copper, vol. 26, p. 30. 








Hudson Tube Bonds Good Investment. 
(Continued from page 775) 








was an unexpectedly happy culmination 
of a long period of bungling and discour- 
agement. The U. S. R. R. Administration 
first arbitrarily attempted to double fares; 
but this plan fell through as it savored too 
much of an effort to further the interest 
of the company’s security holders under 
cover of Government operation. The 
Hudson and Manhattan Co. then tried to 
raise its own fares to a uniform tariff for 
both uptown and downtown service of 
eight cents (they had previously been five 
cents downtown and seven cents uptown). 
The Commission disapproved the com- 
pany’s plea, but made an alternative rec- 
ommendation of a six-cent fare down- 
town and a ten-cent fare uptown. These 
latter rates were accepted and have now 
been in effect since about August 1, 1920. 
An effort was made to have the New 
Jersey Public Utility Commission act 
against the increase, but the decision of 
the I. C. C. was sustained. 

In making their recommendation as to 
what would be an equitable rate the I. 
C. C. allowed a total valuation of $60,- 
000,000 on the Hudson & Manhattan sys- 
tem of which $9,000,000: represented the 
Terminal buildings and $51,000,000 the 
railroad property. 

While these figures are significant as to 
the equity behind the Hudson and Man- 
hattan bonds, they surely do not represent 
replacement value. Otherwise one could 
not help forming the conclusion that the 
financial structure is still somewhat top 
heavy. 


Estimating Future Earnings 
As a result of the fare increase it is 
estimated by the Interstate Commerce 
Commission that the company’s gross 
railroad earnings should increasé ap- 
proximately $1,000,000; but the Commis- 
sion points out that operating expenses 
may also be expected to increase about 
$500,000. The increase in net, therefore, 
should amount to approximately $500,- 
000. Inasmuch as in its earnings report 
for the seven months ended July 31, 1920, 
the company revealed that gross earnings 
had already overtaken an increase in op- 
erating expenses up to that time, the ac- 
tual gain in net due to the higher fares 
may be even larger than the Interstate 
Commerce Commission estimated. 

There is, however, a wage decision still 
pending which may tend, to some extent, 
to counteract the fare increase if decided 
adversely to the company. 

Based upon the above estimates, and 
assuming that the growth of the railroad 
operations and the increased fare will off- 
set any unforeseen advance in the cost of 
operation, we may construct the hypo- 
thetical earnings statements for the year 
1921 and 1922. The result is shown in 


Position of Securities 


It will be seen from this table that the 
N. Y. and N. J. 5s of 1932 are admirably 
secured both as to assets and earnings. 
At the present time they are closely held 
by several large Insurance and Trust 
Companies, and they appear only very 
seldom on the exchange where they are 
They are currently quoted in the 
neighborhood of 75 at which price they 
yield about 744%. Owing to their rela- 
tively narrow market they should be pur- 
chased only by those who will hold them 
until. maturity. 

The Hudson and Manhattan first and 
refunding 5s of 1957 are on the up-grade. 
They appear well secured as to assets even 
according to the strict measurements set 
on the property by the Interstate Com- 
merce Commission. Their security as to 
earnings appears to be constantly im- 
proving so that, at a current market price 
of 59, and yielding about 9% they ap- 
pear most attractive. They are traded in 
actively. 

The Hudson and Manhattan Income 5s, 
opinion, present fair speculative 
possibilities. These bonds became cumu- 
lative in January, 1920. Before that time 
the company for several years had paid 
no interest on them, preferring to build 
up a cash reserve of $2,500,000 out of 
surplus. It would appear from the esti- 
mated net earnings and charges for 1921 
and 1922 that there would be available 
for interest on these bonds 4.2 and 4.7% 
respectively. Assuming that under those 
conditions of earnings the company should 
pay 4% interest, and that they would be 
upon a 10 or 12% basis, a considerable 
advance in price from their present level 
of 24 would not seem unlikely. Should, 
however, the company pay out only 2% 
cn these bonds they would not be attrac- 
At the most they are highly specu- 
p. 818. 
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Industrials 


Barrett Co. 
Bethlehem Motors . 
Chicago Pneumatic Tool 
General Chemical , 
Keystone Tire & Rubber 
National Aniline & Chemical 
Radio Corporation of America... 
Shredded Wheat Co 

Railroads 
Canadian Pacific 
Chicago & Alton 
Denver & Rio Grande 
St. Louis & San Francisco 
St. Louis Southwestern 

Public Utilities 

American Telephone & Telegraph... . 
Hudson & Manhattan R. R. Co 

Petroleum 
Union Tank Car Co 

Mining 
American Smelting & Refining 
Anaconda Copper Mining 
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Union Tank Car Company 





Did Union Tank Overstay Its Market? 


Purchase of New Cars at High Prices Suggests That the Company May Have Delayed 
Too Long In Obtaining New Equipment 


7HEN 
to go 


corporations are compelled 
into the market for the 

purpose of securing equipment at 
what seem top prices, some doubt is 
naturally cast over the outcome. This 
seems to be the situation with Union 
Tank Car. It is only a few months ago 
that the company issued $12,000,000 7% 
referred stock for the purpose of acquir- 
ng additional cars. This amount proved 
insufficient, however, and more recently 
it was found necessary to go into the 
market for more funds via a $12,500,000 
issue of 10-year 7% notes. 

The purpose of these new issues was 
to secure additional cars, made necessary 
by the requirements of the company’s 
lessees. Before the war, the price of a 
tank car was around $1,000. Today it is 
over $3,000. In other words, Union Tank 
is paying more than $2,000 in excess of 
the price which it paid a few years ago. 
This is a 200% increase. At the same 
time, rentals have only advanced about 
100%. Inasmuch as it is the general con- 
sensus of opinion that prices have 
reached their peak, the following ques- 
tion suggests itself: Is it not possible 
that, in time, when cars are plentiful, the 
price will go down to such a point that 
there will be little if any profit on the 
cars purchased at present high levels? 

In 1912, the company owned 11,881 
cars. In 1919 it owned 20,584 cars. By 
the end of the current year the company 
will have about 26,000 cars and early in 
1921 this amount will be increased to 
about 30,000 cars. 

Union Tank Car, which conducts its 
business by renting out its cars to oil 
producers and refiners, is the most im- 
portant private factor in the transporta- 
tion of crude and refined oils throughout 
the United States. Two years ago the 
Interstate Commerce Commission in de- 
livering its report covering the results 
of its investigation into so-called private 
ownership and operation remarked that 
Union Tank was the largest owner of 
tank cars in the country. At that time 
its holdings amounted to about 18,000 
cars out of a total for the country of 
about 39,000. Of this total the railroads 
owned but 9,000, and it is doubtful 
whether they have acquired any impor- 
tant number since. 

Competition 


But in the past two years, stimulated 
by the remarkable growth of the oil in- 
dustry, independent oil companies have 
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been purchasing their own tank cars. 
Some of this equipment was purchased 
at a time when the prices of cars were 
much lower than they are today. In the 
opinion of some observers, it is very much 
of a question whether Union Tank’s les- 
sees are being served as cheaply as some 
of these large independent oil companies 
that operate their own cars. 

Thus the field today is divided up be- 
tween Union Tank, its competitor, Gen- 
eral American Tank, the railroads and 
the larger independent oil companies. Of 
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UNION TANK CAR CAPITALIZATION 
As of Dec, 31, 1919 Amount 
Class Par Outstanding 
Common Stock $12,000,000 
5% Notes 100 3,000,000 


Total $15,000,000 

Present Capitalization 

Common Stock $100 $12, . 
7% Preferred 12,000,000 
10-year 7% Notes 12,500,000 


Total $36,500,000 








these, the two most important factors are 
Union Tank and the independent oil com- 
panies. With the latter tending towards 
transporting their own output, Union 
Tank faces a certain amount of indirect 
competition. Considering that these larger 
oil companies are probably serving them- 
selves at least as cheaply as they could 
have been served by Union Tank, this 
is a factor which will probably take on 


increasing importance. It is a phase of a 
situation which has possibilities, as it is 
likely to influence the Standard Oil com- 


.panies, now served by Union Tank, to fol- 


low the example of the independents. 
factor to be consid- 
ered in connection with the company’s 
praspects. The large earnings of pri- 
vately owned tank cars as against those of 
the railroads have opened up the possibil- 
ity that these cars will be put under the 
jurisdiction of the Interstate Commerce 
Commission. This would result in their 
rates being regulated as in the case of 
railroads, pipe lines, Pullman, etc, In view 
of the attitude of the government to- 
wards the railroads it would not cause 
surprise if something were done to offset 
the earnings of private cars as against 
the smaller earnings of the railroads. 
This, it should be emphatically stated, is 
pure conjecture and is submitted only as 
a possibility. 


There is another 


Earnings 

Union Tank Car, previous to June, 
1919, known as the Union Tank Line 
Company, was incorporated in 1891. Up 
to the time of the Standard Oil dissolu- 
tion it was controlled by the Standard 
Oil of New Jersey. When the dissolu- 
tion was ordered, the Union Tank Line 
stock owned by the Standard Oil of New 
Jersey was distributed to the sharehold- 
ers of the latter company. 

In the period 1913-1919, a very high 
average in earning power was main- 
tained. This was especially true of the 
period 1915-1919, when war demands 
opened up a tremendous volume of busi- 
ness to the company. In 1915 the com- 
pany earned $8.89 a share on the 120,000 
shares, $100 par value, stock. In 1916 
this jumped to $17.35, and in 1917, it 
earned the impressive total of $30.91 a 
share. 

Earnings dropped in 1918 to $10.44 a 
share, owing to post-war depression, but 
in 1919 the company resumed its gait 
with $38.63 as the surplus for the com- 
mon stock. This record indicates the 
earning power of the stock prior to the 
recent increases in capitalization. 

The management has always followed 
a conservative policy with regard to div- 
idends. Since 1914, $5 a share was paid, 
but in 1919 the rate was increased to $7 
a share. This latter is the present rate. 


Meaning of New Capitalization 


The increase in capitalization, how- 
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ever, has put a new complexion on the 
common stock situation. In addition to 
the $12,000,000 common stock there are 
now $12,000,000 in 7% preferred stock 
and $12,500,000 in 7% 10-year notes. The 
preferred stock will require $840,000 an- 
nually for dividend purposes. The 10- 
year notes will require $875,000 for in- 
terest. This is a total of $1,715,000 for 
preferred stock dividends and interest on 
the notes. In other words, there are ob- 
ligations amounting to $1,715,000 before 
the common stock can share in earnings. 
This is a vastly different situation from 
the one previously obtaining, which saw 
the common stock with no obligations 
ahead of it except the comparatively 
small one of $3,000,000 in 5% equipment 
trust notes, since paid out of the pro- 
ceeds obtained by the recent flotations. 
The question then occurs as to whether 
after meeting with its obligations on the 
preferred stock and 10-year notes a sat- 
isfactory balance can be maintained in 
order to satisfy present dividend require- 
ments on the common stock, This, of 









course, depends upon future earnings, but 
for purposes of analysis the earnings of 
the period 1915-1919 may be deemed a 
sufficient basis for calculation. In that 
period, the company earned an average 
of $2,383,274 annually for the common 
stock. Had the new preferred stock and 
10-year notes, which require an annual 
disbursement of $1,715,000, been in exis- 
tence in that period, it would have left 
an average annual surplus for the com- 
mon stock of $638,074, or slightly in ex- 
cess of $5 a share. This amount, of 
course, is out of line with the present $7 
dividend rate. Should future earnings 
be. maintained on the basis of the 1915- 
1919 average, it is evident that the divi- 
dend position of the common stock will 
be impaired. 


Business Increasing 


To offset this feature, however, it 
should be stated that the company is do- 
ing an increasing volume of buSiness, ne- 
cessitating the purchase of additional 
cars. In other words the increased capi- 








talization is to a certain extent compen- 
sated for by the new business which the 
additional cars will bring. In any event, 
with two new issues ahead of it, the 
earnings position of the common stock 
seems compromised. 

The preferred stock, of course, is in a 
more secure position. According to its 
balance sheet of Sept. 1, 1919, net assets 
of the company amounted to about $37,- 
000,000, including the value of the new 
cars ordered and after proper allowance 
for depreciation. This amounts to over 
three times the amount of the preferred 
issue. The stock, which is very inactive, 
sells at about par where it offers a yield 
of 7%. 

The 10-year notes, which are quoted at 
around 9744, may be considered a con- 
servative investment. They are a direct 
obligation of the company and are pro- 
vided for by stringent sinking-fund pro- 
visions. Considering the high-grade na- 
ture of this collateral the yield of 7% 
now obtainable is attractive. ~ 


No Important Decline Likely in Crude Oil Prices 


Increasing Production Will Only Serve to Stabilize Market—Mexican Output Could Be Much 


N these days of reconstruction and pub- 
lic demand for cheaper prices, it might 
be well to look into the oil industry. 
Those who motor have had the increased 
price of gasoline very forcibly brought 
to their attention, while the purchasing 
agents of large manufacturing plants 
have become familiar with the increased 
prices of lubricating and engine oils. 
During the period of the war and up to 
late in the summer in 1919, there was not 
any appreciable increase in the price of 
petroleum products; since that time, 
however, prices have increased about 25% 
for gasoline and considerably more for 
other products. It is an interesting fact 
that the increase in price of petroleum 
products since 1913 has been much less 
than other articles, as is indicated by the 
table below: 
~ Cloths and Clothing...<.....003 235% 


House Furnishings ............ 203% 
Ss PUNE ices dcccncewees 151% 
OS ES ae errs 136% 
IR eet Oo 35s wii onan ee 77% 
Fuel and Lighting.. 75% 
RA iron cian Gd od ate thus ce ee 58% 
EE NT pe 45% 


Gasoline advanced the least of any of 
the above list. During the same period, 
crude oil advanced 140%, so the increase 
of the finished products has not kept pace 
with the basic product. This surprising 
fact is mainly the result of improved 
facilities and methods devised for recov- 
ering petroleum products as compared 
with those in use in 1913. The principal 
new factor in this connection has been 
the pressure stills which increase the yield 
of gasoline about 50% by converting the 
lower priced products. These stills have 
been installed in almost all of the larger 
refineries. 

The increase in production from Mex- 
ico, where crude oil is very eheap, and 
the more efficient manner of handling 
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Increased 
By J. GRANT 


this crude also helped to keep down the 
price. 

It might also be said that the large oil 
companies, especially those in the Stand- 
ard group, absorbed some of the increased 
cost themselves, and did not pass it along 
to the consumer. 


When the Rise Began 

The end of 1919 for the first time saw 
the production of crude decline below the 
demand of the industry, and our old 
friend “Supply and Demand” came in and 
the prices started soaring. Crude oil ad- 
vanced from $2 per barrel to $3.50 per 
barrel and gasoline in Mid-Continent 
field jumped from 22c. to 27c. retail with 
everyone predicting that the industry, so 
far as gasoline was concerned, would go 
on a “rationing” basis to the consumer. 

The worst shortage was felt on the Pa- 
cific Coast, and in many towns out there 
they would only sell “half a tank” at 
once and in some places only five gallons 
to a customer. This shortage was mainly 
caused by the large increase in consump- 
tion due to the coming of ‘summer tour- 
ists and to the general increase in auto-~ 
mobile owners. 

This condition, however, did not reach 
the entire country, and the consumer 
usually was able to buy without difficulty 
all the gasoline required. The entire 
country, however, was aroused to the ne- 
cessity of conserving our petroleum prod- 
ucts. The Federal Trade Commission 
took up the question of whether the in- 
creases were justified. Its report to Con- 
gress stated that the strong demand was 
the primary cause of the recent advances 
in gasoline and petroleum products rather 
than to any combination. in restraint of 
trade. 

Can High Prices Be Maintained? 

The question of whether the present 
high prices for petroleum products wili 
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be maintained is based primarily on the 
supply of crude oil. The refining capacity 
of the country has always kept pace with 
the demand for the products by the pub- 
lic and in view of the financial strength 
of the large oil companies, it can be taken 
for granted that this will continue. 

The two principal sources of crude to 
refineries in this country are our own 
domestic production and Mexican crude. 
At the present time, nearly all of the re- 
fineries on the Eastern and Gulf Coast are 
equipped to run Mexican crude, and are 
taking almost all of the crude that is 
shipped to this country. The refineries do 
not attempt to recover much from this 
crude except gasoline, kerosene, gas oil 
and fuel oil, so the market for lubricating, 
engine oil and their products is not in- 
fluenced by Mexican imports. 


Mexico’s Shipments 


The internal conditions in Mexico, es- 
pecially during the first four months of 
this year, were in such a chaotic shape 
that it was impossible for the producers 
to do any new developing there, or even 
to get out the production they already 
controlled. With the passing of the Car- 
ranza regime, affairs began to improve 
and the exports increased by leaps and 
bounds. The shipments by months from 
Mexico have been as follows: 


January 8,061,289 barrels 
February 7,687,943 “ 
a We 10,288,383 “ 
PP eae 10,092,312 “ 
May ness .° 
ere reece 10,574,396 “ 
ARSE ERs ee Cera 12,275,021 “ 


This is a total of about 70,000,000 bar- 
rels of crude actually shipped to this coun- 
try during the first seven months of this 
year. If the present rate of shipments is 
maintained, over 125,000,000 barrels of 








crude will have come into this country 
from Mexican fields. During 1919, about 
52,000,000 barrels were imported from 
Mexico so the gain this year will be 
about 125% over that for 1919. It is also 
well to bear in mind that the oil shipped 
from Mexico represents only a small por- 
ion of the possible production from that 
ountry. This is due to the lack of ship- 
ping facilities and lack of means of trans- 
ortation of the oil from the wells to the 
sea ports. The actual shipments are only 
bout 334% of the potential production. 

Mexico should be able to supply to this 
‘ountry more oil in 1921 than it will do 
n the current year if the attitude of that 
government continues favorable toward 
he American producers and if the ship- 
ying and pipe line transportation facili- 
ies are enlarged. 


Increasing Production 


The effect of the large increase in the 
rice of domestic crude was soon re- 
jected in the increased production of oil 
ind although the demand exceeded the 
supply during the latter months of 1919 
and the first few months of 1920, the fig- 
ures for the month of June showed that 
the production exceeded the demand by 
some 2,000,000 barrels. 

The production and 
‘rude for this year is estimated 
lows: 


consumption of 
as fol- 


Production Consumption 


Consumption 
34,682,000 barrels 
33,947,000 “ 
37,197,000 
37,073,000 
37,233,000 
35,234,000 
37,017,000 


Production 
lanuary 33,979,000 barrels 
February .33,205,000 ne 
March 36,492,000 “ 
April . .36,349,000 . 
May . -36,859,000 s 
Tune 37,219,000 ag 
July .......38,419,000 “ 


Although the production is now run- 
ning ahead of the demand, the difference 
is very small, and is. less than 10% of 
the oil consumed in this country. This 
is not large enough to create any large 
over-production; causing an appreciable 
decline in the price. It will, however, in 
all probability have the effect of stabiliz- 
ing the price of crude, and no further ad- 
vances of any consequence can be looked 
for so far as crude oil is concerned. 


The prevailing prices for finished petro- 
leum products are such as to allow every 
one a very generous profit from the pro- 
ducer to the marketer. It is very prob- 
able that these prices are about as high as 
they will go as the increases up to now 
have been sufficient to take care of all 
increased costs for labor and supplies, and 
it would not be surprising if some slight 
reactiog took place should labor become 
cheaper to any extent in the future. 

The demand for all petroleum com- 
modities is very strong, however, and 
very little falling off in buying has been 
felt in this industry. There is nothing 
on the horizon to indicate that any such 
condition will come about, as the export 
demand is increasing, due to the starting 
of European factories, while the number 
of automobiles and tractors and other gas- 
oline consuming vehicles in this country 
is constantly increasing. 

The profits of the good, seasoned, well 
rounded oil companies are larger than 
they ever have been, and there is nothing 
to indicate that these profits will not be 
maintained for a considerable period of 
time. 


INCREASE IN OIL-BURNING SHIPS 

Figures prepared by J. B. Crowley, 
statistician for the American Bureau of 
Shipping, show that of the freighter ton- 
nage now building, no less than 78.1 per 
cent is being equipped exclusively for oil 
burning. Cargo carriers fitted to burn 
both oil and coal form 14.5 per cent of 
the total, while those constructed to burn 
coal. represent only 7.4 per cent of the 
aggregate. 

The ships burning only oil and both oil 
and coal are much larger than those 
equipped simply for coal burning. The 
oil burners average almost 4,000 gross 
tons each and the combination oil and coal 
ships almost 6,000 gross tons, while the 
coal burners are of an average of less 
than 2,000 tons, or less than half the size 
of the other types. 


BRITISH GASOLINE AND BENZOL 
PRICES 

A heavy increase in the price of gaso- 
line in the United Kingdom became ef- 
fective on August 30, varying from 1ld 
($0.22) per gallon for the first quality to 
7d ($0.14) for the cheaper grades and 8d 
($0.16) on benzol. 

In 1896 the price of gasoline in England 
was 9d. ($0.18) per gallon; in 1906 it was 
ls. 4d. ($0.32); in 1916, 2s. 2d. ($0.53); 
in February, 1920, 3s. 84%d. ($0.90), and 
today it is, as already shown, 4s. 7%4d. 
($1.12). (AIl conversions at normal rate 
of exchange.) 

The underlying causes for these in- 
creases according to Consul Claiborne, 
London, appears to be due to the unset- 
tled conditions in certain oil producing 
countries. 
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Louis Guenther and the Financial Underworld 


How His Publication Was Conceived and Born—How He Has Used It to Procure Advertising 


T is very distasteful to us to present 

the story of the financial under- 

world which is involved in outlining 
the history of the Guenthers. THE 
MAGAZINE OF WALL STREET is not given 
to muckraking, but to teach subscribers 
to discriminate between the good and 
the bad. This, in our opinion, is the 
best way to help. 

We have entered upon the unwel- 
come task unwillingly, but having been 
forced to do so by the misconduct of 
the Guenthers, we must continue with 
what is now our plain duty. We will 
print some of the facts disclosed in the 
trial of Louis Guenther’s suit against 
the Ridgway Company in so far as the 
history of Guenther is concerned, and 
then bring it up to date in order that 
past practices may be compared with 
present methods. 

We believe that the history of the 
Guenthers will disclose the fact that 
they are responsible for a high 


and Sell Questionable Securities 


case some months ago, Louis Guenther 
wrote: “The attorney for the Ridgway 
Company admitted the good character 
of Mr. Guenther,” meaning himself. 
How could the Ridgway attorney make 
such an admission in view of the evi- 
dence submitted in that case? 


More Untruths 


Another falsehood appears at the top 
of the first page of reading matter in 
each current issue of his paper, viz: 

“The Financial World was estab- 
lished to diffuse the truth abou invest- 
ments,” 

Let us examine the testimony re- 
corded in the above trial and ascertain 
how the Financial World was estab- 
lished, for this will also show whether 
the Ridgway attorney could possibly 
have admitted the good character of 
Louis. For that purpose we present 
herewith an affidavit by Sanford Ma- 


cations had arisen with Otto Guenther, 
member of the firm of the Guenther. 
Bradford Advertising Agency, who were 
then placing the advertisements for the 
companies I was handling. I returned to 
New York after a stay of two days, and 
was later, that is, on or about September 
12th, 1902, called by telegram once more 
to Chicago. At that time Otto Guenther 
came to our office at 84 Adams Street, 
Chicago, and stated that he had decided 
to found a paper to be known as the 
“Financial World,” whose object and pur- 
pose would be to criticise all propositions 
that were not handled by firms whose ad- 
vertising was placed through the Guen- 
ther-Bradford Advertising Agency. That 
his son Louis, then publishing the “Mail 
Order Journal,” had $5,000.00 worth of 
space acquired in exchange for advertis- 
ing privileges with leading newspapers 

throughout the country. That 





percentage of the questionable 
advertising of individuals and 
firms selling stocks through 
newspaper and periodical ad- 
vertising throughout the coun- 
try. While Rudolph Guenther, 
through his agency, is placing 
questionable advertising, Louis 
is editorially bewailing the ad- 
vertising of fake promotions 
and bucketshops. In his 
“Fairyland of Finance” he is 
very careful about attacking 
those who place their advertis- 
ing through the Guenther-Law 
Agency. 

When Adventure Magazine 
printed a series of articles 
showing the character of the 
Guenthers, Louis, resenting the 
charge of blackmail made in 
the article, brought suit against 
the Ridgway Company, publish- 





Mark G. 


Get-Rich-Quick concerns with which the 
names of Louis or Rudolph Guenther have 
been connected, either as handling the ad- 
vertising or having an alleged share in the 


profits: 

John R. Traise & Co., Chicago 
American Syndicate of Chicago 

E. S. Dean & Company, New York 
W. F. O'Connor & Co., New York 
Jas. B. Kellogg & Co., New York 
Wm. F. (520%) Miller, Brooklyn, N. Y. 


Vincent 
cago. 


(brother-in-law), Chi- 


if the firm of Sanford Makee- 
ver & Company would back 
the enterprise with $5,000.00 in 
eash, this, together with the 
credit space, would place the 
paper on a firm basis, and he 
would be able to control all 
enterprises and compel them to 
turn over the handling of their 
stock to the firm of Sanford 
Makeever & Company and 
John H. Traise & Company, 
which was controlled by his 
son Louis; they paying young 
Traise the sum of $15.00 per 
week for the use of his name. 
That all companies refusing to 
turn over their business to the 
firms mentioned above, and 
who declined to place their 
advertising through the agency 








ers of Adventure. There were 
a great many serious charges 
made against the Guenthers in the ar- 
ticle, but while the Ridgway Company 
presented a mass of evidence against 
the Guenthers, showing their despic- 
able and contemptible methods, they 
were not able to present legal evidence 
upon all of the charges. Consequently 
the judge instructed the jury that a ver- 
dict must be brought in for Louis 
Guenther by reason of the fact that the 
defendant had made many charges but 
had not submitted evidence on all. The 
jury thereupon brought in a verdict of 
$5,000 for compensatory damages, but 
refused to bring in a verdict for puni- 
tive damages. A verdict of $5,000 to 
compensate Louis for being called, 
among other things, a blackmailer, not 
only could not have compensated him 
for his attorney’s fees, but was hardly 
commensurate with the gravity of the 
charges against him. 

In commenting editorially upon the 
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keever, which was filed with the Post 
Office Department in Chicago in con- 
nection with an official investigation of 
the Financial W orld. 


AFFIDAVIT SHOWING HOW THE 
FINANCIAL WORLD BEGAN ITS 
CAREER. 


State of Illinois, ? 
County of Cook, 


ss. 


I, Sanford Makeever, of the City of New 
York, and State of New York, being first 
duly sworn upon oath, state as follows: 

That the years prior to 1902, I resided 
in the City of Chicago, County of Cook, 
and State of Illinois, and removed to the 
City of New York on or about the 12th 
day of July, 1902. About the 10th day 
of August, 1902, I was called by telegram 
and returned to Chicago, where compli- 


of Guenther-Bradford, would 
be criticized in the columns of the “Finan- 
cial World.” 

I replied that the proposition was a 
dangerous one and would get everyone 
connected with it into trouble. That I 
believed and advised Otto Guenther as 
follows: 

“Doctor, this is a dangerous 
you have undertaken and I advise you to 
carry it no further. I am satisfied it will 
get everyone connected with. it into trou- 
ble. In fact, I believe you will be in 
jail within ninety days.” * * * 

I ordered him out of the office and im- 
mediately withdrew all our advertising 
from the agency of the Guenther-Brad- 
ford. On October Ist, 1902, Volume 1, 
No. 1, of the “Financial World,” which he 
threatened and founded, was published, 
and in it appeared the criticisms he had 
threatened to make, and in nearly every 


matter 
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issue to this date similar criticisms have 
regularly appeared. 

Overtures have been made through the 
son, Rudolph Guenther, who resides in 
New York City, to me that if we would 
give the agency our advertising, the at- 
tacks in the “Financial World” would 
cease. - These overtures have been made 
on at least three occasions. 

During the year 1904, Otto Guenther, 
Jr. connected with the Guenther-Bradford 


This cuttle-fish tendency appears to 
be a Guenther family trait. Exhibit 


-“B” in the second Ridgway suit proves 


by Louis’ own signature that he and his 
father started the Financial World. 
Yet for a long time thereafter those 
whom they attacked in that paper had 
difficulty in instituting civil suits for 
conspiracy because they could not as- 
certain who published the blamed 


ing through Rudolph Guenther or 
Guenther-Bradford Company had ever 
been attacked in the Financial World, 
but later this testimony was amended 
to show that years after Louis discon- 
tinued Traise & Co. one of the com- 
panies, the Pluma Mining Co., was at- 
tacked. 

It was not denied by Louis Guenther, 
or ‘anybody on his behalf, that the 


Agency, called at my office in 
New York and then made the 
proposition that if we would 
give them a certain volume of 
business he would have his 
father cease making the attacks 
through the “Financial World.” 
I advised him we were placing 
but a small amount of advertis- 
ing, and upon his inquiring 
how much, he stated as fol- 
lows: “That would not be 
enough. If you want us to stop 
these attacks, it will require 
giving us at least $300.00 week- 
ly.” The demand was denied 
and he was asked to leave the 
office. 

(Signed) 


SANFORD MAKEEVER. 


Subscribed in my presence and 
sworn to before me this 2lst 
day of April, 1905. 

James C. Linn, Notary Public. 


Sanford Makeever thereafter 
had Louis Guenther and his 
father, Otto Guenther, Sr., ar- 
rested for criminal libel, and 
they were held over for the 
Grand Jury. The very inter- 
esting story as to what hap- 
pened when the matter was pre- 
sented to the Grand Jury will 
be described in a later issue of 
this magazine. 

The testimony in the Ridg- 
way case also shows that on 
July 2, 1908, Wm. E. Bishop, 
of Bishop’s Agency, No. 68 
Broad street, New York, wrote 
a letter to Hubert Noble, No. 
52 William street, New York, 
enclosing a report on Louis 
Guenther. In this report (see 
pages 1237 to 1247 of the 
Guenther-Ridgway case) we 
find some of a list of the “se- 








PARTIAL LIST OF GET-RICH-QUICK 


“SECURITIES” WHICH LOUIS GUEN. 
THER OFFERED TO THE PUBLIC 
THROUGH HIS FIRM, JOHN R. 
TRAISE & COMPANY. 

This firm were Financial Agents for the 
TRISTATE CATTLE COMPANY, of 
which they said: “We recommend invest- 
ment very strongly.” 

They were acting as financial agents for 
the COPPER CLIFF MINING COM- 
PANY, which dropped out of sight within 
a year. 

They offered $75,000 Gold Bonds, 10-year, 
6% of TIBBITS SEAMAN LAND, CAT- 
TLE & FRUIT CO., Mission, Wash. They 
said: “We specially recommend these 
bonds as a safe investment.” We have 
never heard of this company since. 


During the same month they offered com- 
binations of the various stocks which they 
were selling, all of which they declared 
were “splendid investments” at discounts 
of 10% to 15% if taken in lots of 10, 100 
to 1,000 shares of each. The following 
stocks were named: 


OREGON CHIEF MINING COMPANY, 
MAPLE LEAF MINING & DEVEL. CO., 
FISHER-MAIDEN TROY MINING CO., 
PLUMA MINING COMPANY, 

COPPER CLIFF MINING COMPANY. 
Only two of these companies appear to 
have been known. One was the subject of 
an unfavorable report and the other was 
out of business within a year. 








other advertisers who failed 
to place their advertising 
through Guenther-Bradford 
Company or Rudolph Guenther 
had been attacked in the Finan- 
cial World, 


In fact, the only denial of 
the tremendous mass of evi- 
dence produced against Louis 
Guenther was his denial that 
he had personally solicited the 
advertising from Dr. Parkyn 
and Norman A. Lees, who had 
testified that Louis Guenther 
had personally solicited their 
advertising. Against this is 
Louis Guenther’s admission 
that he personally had pre- 
pared the attacks which were 
published in the Financial 
World concerning the stocks 
offered for sale by Dr. Parkyn, 
Mr. Meidinger, Mr. Makeever 
and the concern represented by 
Norman A. Lees. 


There was no attempt made 
by Louis Guenther or any one 
on his behalf to dispute any of 
the evidence presented by the 
Ridgway Company in that re- 
spect, and all of that evidence 
covered a period when the 
plaintiff was the sole owner 
and publisher of the Financial 
World in Chicago or owner 
and publisher thereof jointly 
with his father. 

After the Financial World 
had been driven out of Chicago, 
as appears by the testimony of 
Louis Guenther, he removed 
the publication of the Financial 
World to New York. 


Methods of Louis and Rudolph 


In going over the files of the 


Financial World, we find this statement: 


curities” offered by John R. Traise &Com- thing. It carried no advertising and 


pany. 2 

The Traise firm had no capital, but 
Louis supplied money for conducting the 
business and managed the concern. His 
hired partner, Traise, a young fellow not 
yet of age, furnished a convenient name 
for Guenther’s concealment, just as Estelle 
S. Dean supplied hers for the E. S. Dean 
gang. 
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had only 2,000 subscribers at 50c. a 
year. The receipts, after expenses, 
were not enough to support even one 
person—unless of course there were 
other sources of revenue. 

In the Ridgway suit it was admitted 
by Louis Guenther that none of the 
numerous mining, oil and other com- 
panies which had placed their advertis- 


“The Financial World was started pri- 
marily more than fifteen years ago to 
fight the get-rich-quick evil. The very 
nature of its policy excludes advertising 
from its columns which is in the least 
objectionable.” 

We have already described the birth 
of that publication. The hypocrisy of 
that statement is very apparent. 
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Coupled with the modest suggestion 
above, we find that Louis frequently 
urges “the necessity for withdrawing 
advertising from publications which ac- 
cept flamboyant advertising.” 

In this connection we again call at- 
tention to the Book of Booklets, now 
issued by the Guenther-Law Agency. 
In examining that publication we find 
high class banking and brokerage ad- 
vertisements inserted in company with 
concerns of questionable reputation 
such as E. M. Fuller & Co., whose 
senior partner was recently indicted. 
In addition we find in the text descrip- 
tions of booklets and circulars of bank- 
ing houses listed side by side with 
those of concerns of doubtful reputa- 
tion, in such a way as to cause them 
to appear of equal standing. We doubt 
very much whether these high class 
houses realize the company in which they 
have been placed. 

The Book of Booklets was advertised 
in the Financial World up to August 30, 
1920. Thus Louis avoided printing “ads” 
of the objectionable houses, while at the 
same time he made it easy for such con- 
cerns to reach his subscribers. 

To quote Louis: “The presence of 
the ads of bankers and other high 
class houses in a publication provides 
the readers with that confidence which 
enables the fly-by-night schemers to do 
business with them.” Thus he puts in 
a word for his own paper, but his ob- 
ject is twofold: The questionable 
chickens, observing his antics, and fear- 
ing his attack, into Rudolph’s 
coop, because under his wing they feel 
comparatively safe; besides he often 
gains for then admission to publica- 
tions whose columns might otherwise 
be closed. 

Rudolph Guenther makes a practice 
of procuring employment for men on 
the various publications and as statis- 
ticians, etc., handling advertising in 
banking and brokerage houses, thus 
putting these men under obligations to 
him. His object is to induce advertis- 
ing through his agency, on the basis of 
friendship rather than merit. 

Fake Publicity 

Another angle in the Guenther 
scheme is found in the accompanying 
clipping, which appeared in the St. 
Louis Post-Dispatch during the last 
convention of the Investment Bankers’ 
Association held in that city, and in 
newspapers of other cities as well. 

This “interview” is especially inter- 
esting in view of the fact that Rudolph 
did not attend the convention. He 
was not a delegate. A member of 
another leading New York Advertising 
Agency was. 
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rush 


The answer to his pertinent question 
is this: Such enormous sums are ex- 
tracted from the pockets of the people 
because Guenther-Law on the one 
hand and Louis Guenther with his con- 
niving on the other, are making it pos- 
sible for certain houses to insert their 
advertisements in the columns of rep- 
utable newspapers and other publica- 
tions, alongside the announcements 
of high grade concerns. 





Brokers Are Advised 
To Teach Thrift by 
Clever Advertising 


Head of Big Financial Pub- 
licity Firm’s Suggestions 
for Financiers 


Rudolph Guenther, president of the 
firm of Rudolph Gventher-Russell Law, 
Incorporated, financial advertising ex- 
perts, of New York, in speaking of what 
investment houses and banks can do to 
increase thrift and the development of 
American industry, says that the truth 
in advertising will save the millions that 
are lost through ignorance. 

On the subject of the value of public- 
ity for the upbuilding of American en- 
terprise, Guenther, who is a delegate to 
the convention of Investment Bankers’ 
Association, in session here, says: 


We all want the United States to 
take first place among nations. 

Each of us can help—to our profit. 

Two things essential to America’s 
domestic upbuilding and conquest 
of foreign commercial fields are: 
STIMULATION AND CULTIVA- 

TION OF THRIFT 

The providing of opportunities for 
safe and profitable employment of 
the fruits of thrift—savings. 

Wages are higher and business 
profits greater in the United States 
than elsewhere. 

Americans could and should be 
easily first in the matter of annual 
savings. 

How can they be induced to be- 
come savers—that is, capitalists? 

BY A toe; SYSTEMATIC, PER- 
rnin oe USE OF 
PUBL 

sons Loses Millions 

Saving and investing have been 
cruelly discouraged’ in this country 
by the unhappy experience of so 
many thousands of “investors.” 

Unscrupulous “promoters,” “brok- 
ers,” and such like, swindle the pub- 
lic out of millions annually. 

Why can such enormous sums be 
extracted from the pockets of gulli- 
ble people? Largely because legiti- 
mate brokers failed through a too 
sparing use of printers’ ink. 











In checking over the list of one batch 
of such advertisements appearing in a 
single issue of a certain. publication, we 
found 10 advertisements other than 
Stock Exchange and bond houses. 
Thirteen of these were placed by the 
Guenther Agency. 

Recently. the Guenther-Law Agency 
issued an elaborate pamphlet advertis- 
ing. their own business in which they 


gave a partial list of their clients. Why 
did they not include a number of what 
are known as “market letter houses”? 
Is there any reason why they should 
conceal the fact that they are handling 
this class of advertising, except that 
the reputation of some of these houses 
is questionable? 

What we have presented above is of 
great importance to investment bank- 
ers who are endeavoring to kill the 
parasites who prey on the small in- 
vestor. It is of suggestive value to 
those of our subscribers who are con- 
nected with newspapers or periodicals 
(Our magazine goes to a very large 
number of these.) But it is most im- 
portant of all to the investing public, 
which has a right to expect newspapers 
and other publications to close their 
columns to the bucket-shop and the 
fake promoter. 

An advertising agency like Guenther- 
Law, placing a large amount of “good” 
business, is in a position, because of 
that fact, to place the advertising of 
questionable houses in the newspapers 
upon which the reader is relying. The 
bucket-shops often pay a large service 
fee and therefore an agency 
best to get the advertising into as many 


tries its 


mediums as possible, regardless of the 
fact that many such houses do not al- 
Ways give customers a square deal. 
While a publication, being unable to 
accurately check the standing of every 
firm, may hesitate to refuse the busi- 
ness direct from an advertiser, the fact 
that it comes through a_ well-known 
agency often gets it This 
policy has cost the investors of this 
country millions of dollars and should 
be discontinued. 

We desire the co-operation of repu- 
table bankers, brokers, newspapers and 
other publications in establishing finan- 
cial advertising on a sound basis. 


into print. 





RAND GOLD PRODUCTION 


During July, the gold production of 
the Rand, in South Africa, amounted to 
736,000 oz., an increase in output over the 
June figure, 715,957 oz., according to the 
Engineering & Mining Journal. A table 
summarizing production since 1917 fol- 
lows: 


RAND GOLD OUTPUT, 1917-1920 


(Fine Ounces) 


1920 1919 
++» 670,503 _ 676,059 


1918 1917 
714,182 782,634 
636,728 659,750 721,321 
712,379 696,281 787,094 
694,944 717,099 742,778 

741,217 729,385 
727,696 759,724 
736,199 757,890 
740,210 756,658 
708,206 738,231 
751,290 
722,839 
722,419 


anuary 


December .. ... 650,191 641,245 
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Readers’ Round Table 


Editor, THE MAGAZINE oF WALL STREET: 
Sir—Before telling you what is on my 
mind, I wish to say that your Magazine 
is first in the field of financial literature. 
Every article is teeming with information 
for people interested in securities. 
see, however, that you are inviting 
uggestions for its improvement. Here 


n your September 4th issue Eli Blair 

1 an article on Chandler Motor Car 

in which the following paragraph oc- 
c >. 
A man who bought outright 100 
shares of Chandler Motors in January at 
103, held on until the new stock sold at 
164 a share, subscribed to Cleveland 
Motors, and sold out the recapitalized 
common stock of the subsidiary at 70, 
would have made the tidy little profit of 
$44,600 on an investment of $10,300 in 
slightly over a year.” 

[| myself do not understand how this 
man would have made his $44,600. If 
your Mr. Blair had shown in figures how 
he arrived at this profit it would have 
helped me and, I presume, hundreds of 
ther readers. Most of your writers are 
lacking in this one essential—thorough- 
1ess—and I bet lots of other readers, like 
myself, are stumped when they _ read 
paragraphs like the one quoted. 

[ hope you can remedy this. You can 
insert the reply in your next number if 

u wish.—J. G. 

It is a simple matter to show how a 
purchaser of 100 shares of Chandler Mo- 
tors in January, 1919, at 103, was able to 
make over $44,000 in slightly over a year, 
when all the details are given. 

The original purchase was assumed by 
Mr. Blair to have been made in January, 
1919,-amounting to 100 shares of Chandler 
Motor Co. stock at 103, an outlay of $10,- 
300. On March 15, 1919, the holders of 
each 100 shares of Chandler were given 
the privilege of subscribing to 20 shares 
of 8% preferred stock of the Cleveland 
\utomobile Co. at par ($100), for which 
they were given a bonus of 4 shares of 
common stock. To the holders of each 
100 shares of Chandler, who took ad- 
vantage of this offer, it meant an addi- 
tional outlay of $2,000, making the total 
cost of his stocks $12,300, for which the 
purchaser then held 100 shares of Chand- 
ler, 20 shares Cleveland preferred and 4 
shares of Cleveland common. 

On October 6, 1919, the stockholders of 
Chandler Motors ratified a stock dividend 
of 200%, which meant that each holder 
of 100 shares received a stock dividend 
of 200 shares, making a total holding of 
300 shares. 

This was the last stock dividend for 
some months; it was not until April 26, 
1920, that the common stockholders of 
the Cleveland Automobile Co. received a 
stock dividend of 1,900%, or, for each 
share formerly held, the owner received 
19 additional shares. At this point, then, 
the 4 shares of Cleveland common re- 
ceived as a bonus upon the subscription 


for OCTOBER 2, 1920 ALE 


to the preferred were swelled to 80 
shares without any additional outlay of 
funds. 

This brings the investor’s total holdings 
up to 300 shares of Chandler, 20 shares 
of Cleveland preferred and 80 shares of 
Cleveland common at a total cost of 
$12,300. 

Estimating that during the latter , part 
of April, 1920, he sold all his stocks at 
the then prevailing prices, he would have 
received 164 for his 300 shares of Chand- 
ler, a sum of $49,200; the 80 shares of 
Cleveland would have brought in $70 a 
share, or $5,600; and the 20 shares of 
Cleveland preferred at 100 would have 
netted an even $2,000, making a total real- 
ized for his entire holdings of $56,800. 
As these stocks had cost $12,300, the net 
profits would be the difference, or 
$44,500. 

In his compilation, it should be noted, 
Mr. Blair made no allowance for divi- 
dends. To be entirely accurate he should 
have done this, especially as the amount 
received in dividends by our hypothetical 
investor would have been considerable. 
Here is the actual result: 

The cash distributions on the Chandler 
stock amounted to $16 a share in 1919 
As only 100 shares were held while these 
distributions were being made, the pay- 
ments amounted to $1,600. The January, 
1920, payment was $2 a share; but the 
holdings had by then been increased to 
300 shares, so that this payment netted 
$600. The April dividend was increased 
to $2.50 a share, so that the payment to 
our investor amounted to $750, or a total 
»f $1,350. 

Together with the 1919 disbursements 
of $1,600 the Chandler dividend made a 
total of $2,950. 

The payments in 1919 on the 20 shares 
of Cleveland preferred were $6 a share, 
and in 1920 $4 a share, making $10 a 
share in dividends while this stock was 
held for a sum of $200. Cleveland com- 
mon had paid no dividends up to the time 
of the sale. Adding this $200 to the 
$2,950 received on the Chandler stock the 
total amount received in dividends from 
Chandler and Cleveland shares reached 
a total of $3,150. These dividends are 
equivalent to nearly 20% in interest dur- 
ing the fifteen months’ period the stocks 
were held. 

In tabular form, the above explanation 
is shown below: 

Outlay 


100 shs. Chandler @ 103 
20 shs. Cleveland preferred at subso. 


Total cost 
Receipts 
shs. Chandler sold at 164 
shs. Cleveland common at 70........ 
20 shs. Cleveland preferred at 100 


Total receipts 
t 


Profits 
Add: Div. from Cleveland pfd 
Div, from Chandler: stock 


The amount of space needed for the 
above explanation should demonstrate to 
your satisfaction why it was not included 
in Mr: Blair’s original article-—Eprror. 


MONEY CIRCULATION A POOR GUIDE 
Editor, THE MAGAZINE OF WALL STREET, 
Sir: You and other students of the 
subject seem to take for granted that com- 
modity prices, etc. run along with the 
amount of currency in circulation. 

We have seen the price of wool and 
leather drop because there was a dearth 
of buyers. 

Other commodities have dropped with 
a “thud” the minute the commodity 
reached a saturation point in supply and 
demand. 

As soon as we commence to have 4 
declining market in different commodities, 
and cancellations in different industries, 
it seems to me it will be a buyer’s mar- 
ket, irrespective of the amount of cur- 
rency in circulation, 

Was there any less currency in circu- 
lation after the panics of 1893 and 1907, 
than there was before the panics of 1893 
and 1907? 

Can a business man depend upon it 
today that there will be no general big 
decline in commodity prices as a whole, 
until the amount of money in circulation 
is* reduced?—W. T. 

You omit to mention one other impor- 
tant element in the price situation, name- 
ly the variation in the amount of out- 
standing credit as well as currency. 
Since most of our business is done by 
means of bank ‘checks, variations in 
credit have much more effect on prices 
than variations in currency in circulation. 

However, it is true in a very broad 
way that since there is a direct relation 
between cash reserves and credit out- 
standing, movements of commodity prices 
are influenced by the amount of currency 
in circulation. 

This reaches such a commodity as wool, 
for example, in the following way: When 
the commodity prices advance to the 
point where the limit of the facilities for 
exchange afforded by currency and credit 
is reached, it becomes more difficult for 
the owner of wool to finance his hold- 
ings, and therefore the selling movement 
is very likely to begin. 

The same applies to all other commodi- 
ties. It works, however, in connection 
with other factors and it is by no means 
the sole influence, 

There is usually less currency in cir- 
culation after a panic than before. For 
example, the high point of money in cir- 
culation per capita in the United States 
at the time of the 1907 panic was $35.61 
on February 1, 1908. By July this figure 
had dropped to $34.72 and there was a: 
general declining tendency until $34.08 was 
reached in August, 1911. 

We do not think that the business man 
can be guided in his judgment of com- 
modity prices by the amount of money in 
circulation, because credit is more im- 





portant than currency and because there 
are so many other factors which enter 
into the making of prices. 





LONDON-NEW YORK ARBITRAGE 


Editor, THE MaAGAzINE OF WALL STREET. 

Sir: Will you kindly give me what- 
ever information you may have as to the 
present status of arbitrage between New 
York and London? If such dealings are 
not allowed now, do you know that any 
date has been set when they may be re- 
sumed? 

(2) What adjustment is made, if any, 
on the price of an American stock in 
London between the time that it sells 
ex-dividend there, and later in New 
York? 

(3) I had occasion some time ago to 
examine some copies of the London 
Times and noted that the parity price 
often differed considerably from the offi- 
cial price of American stocks selling in 
London. What is the significance of this, 
and does London follow New York close- 
ly as to quotations for American stocks, 
or does it fluctuate principally accord- 
ing to local demand and supply? 

(4) Can you give the names of 
some dealers in puts, calls and spreads 
who would undertake to sell spreads for 
me as they sell them for themselves, upon 
my making a deposit? I cannot see any 
profit in the long run were I to buy 
these options, but daily or weekly spreads 
sold by me look very profitable, 

Upon reading this last question over, 
I note that it pertains to your article in 
your issue of January 24, 1920, relative 
to profits possible by buying Canadian 
Pacific in Berlin, which was later ex- 
plained in a subsequent issue—R. C. 

(1) Arbitrage dealings are still being 
conducted between New York and Lon- 
don, but in much smaller volume than 
before the war. A recent ruling of the 
New York Stock Exchange requiring the 
payment of full commission on such trans- 
actions naturally has increased the cost 
of doing business in this way, and the 
result has been a considerable contrac- 
tion in the volume of dealings between 
the two centres. 

(2) Stocks bought and sold in London 
are dealt in on the same basis as here, 
so far as dividends are concerned. That 
is, American stocks are bought or sold 
with or without the dividend. It rarely 
happens, however, that more than a few 
days elapse between the date on which 
an American stock sells ex-dividends in 
London and that on which it sells ex- 
dividend New York; so that it is sel- 
dom necessary to provide for an ad- 
justment of the price, - 

(3) The reason for the wide difference 
between the parity price and the official 
price of American stock selling in Lon- 
don naturally is to be found in the un- 
settled foreign Exchange Market of these 
times. With the American dollar com- 
manding a large premium in London, an 
American stock quoted in pounds, shill- 
ings and pence in London naturally sells 
, considerably higher than if the normal 
parity of exchange, namely $4.8665, were 
in effect. 

(4) We do not know of any broker 
or dealer in puts, calls and spreads who 
undertakes to sell options for others on 
a commission basis. It is possible, how- 


ever, that you might arrange with one or 
another of these brokers to sell privileges 
for you on a commission basis, and we 
would suggest that you write to a 
specialist. 

(5) As explained in previous issues of 
THE MAGAZINE OF WALL STREET, the 
possibility of reaping profit on Canadian 
Pacific Stock bought in Berlin is largely 
diminished by the difficulties which attend 
the delivery of such stock to this side. 
So great are these difficulties that many 
brokers here, we understand, are now re- 
fusing to accept orders for execution on 
the Berlin Boerse. 





ARE PUTS AND CALLS LIVED UP TO? 
Editor, THE MAGAZINE OF WALL STREET, 
Sir: I should like to ask your opinion 
of Puts and Calls. Apparently they are 
too advantageous to the purchaser for 
the seller to be reliable. I have had no 
experience with them, but I should think 
that no one would want to incur an un- 
limited risk for a small and fixed profit. 
In the case of a severe divergence of 
price, such as if one bought a call on a 
stock and then it became cornered like 
Stutz, would the seller of the call be 
“good” for the loss he would sustain? 
Could he be legally held? Of course this 
is an extreme case and would not often 
occur. What I want to know is—are puts 
and calls ordinarily lived up to?—J. A. C. 
In our opinion, the speculative possi- 
bilities attaching to the mere purchase 
of a put or call are very limited unless 
one operates against them. Calls are 
frequently purchased as a sort of insur- 
ance against losses on the short side of 
the market, and, conversely, puts are used 
as a sort of insurance against losses on 
long stock. In this way, the operator in 
the market is enabled to limit his losses 
should his trades go against him. 

One who merely buys a put or a call 
with the expectation of profiting on the 
transaction directly is taking a chance 
which almost invariably favors the seller 
who makes the price. 

Puts and calls as dealt in today in- 
variably bear the endorsement of a stock 
exchange house, so that if the seller de- 
faults, the endorser is held legally re- 
sponsible. As the Stock Exchange houses 
which endorse puts and calls are usually 
of the highest standing in Wall Street, 
the transactions are invariably lived up to. 





LONDON CONTRACTS OF SALE 
Editor, THe MaGAzIne or Watt Street: 

Sir—In your letter of May 27 you say 
“stocks sold for delivery to this side are 
invariably sold ‘sellers ten’” which, as 
you are aware, means that the London 
seller takes advantage of the ten days 
necessary to ship the stock to this side. 
Now, this is what I was not aware of at 
all. Do you mean that a seller in London 
is entitled to the dividend on stock sold 
ten days before the New York ex-dividend 
date and then sent to New York for trans- 
fer to the buyer’s name? 

What is the present British law with 
reference to delivery of American stock 
certificates purchased outside of Great 
Britain after the beginning of the late 
war, upon contracts of sale made in Lon- 
don for these stocks? I have a kind of 
recollection that these deliveries were 
prohibited until six months after the end 


of the war. If this supposition is cor. 
rect, when did the war between Great 
Britain and Germany end?—R. C. C, 


A seller of American stock in London, 
after such stock sold ex there, would 
naturally be entitled to the dividend 
whether it were quoted ex on this side or 
not, If, on the other hand, the seller dis- 
poses of his shares before the dividend is 
off, naturally the buyer on this side re- 
ceives such dividend. Ordinarily, there 
is little difficulty found in a matter of this 
kind, as the buyer usually knows whether 
he is entitled to the dividend or not, as 
the difference between the price of the 
stock there and here ordinarily explains 
itself. 

You are quite right in your interpreta- 
tion of the British law with reference to 
deliveries of American stock certificates 
purchased outside of Great Britain after 
the beginning of the late war, upon con- 
tracts of sale made in London for such 
stocks, namely, that deliveries of same 
were prohibited until six months after the 
end of the war. The reason, of course, 
was that the Government, needing all the 
funds it could get hold of for the prosecu- 
tion of the war, could not afford to coun- 
tenance the transfer of funds to countries 
not actually participating in the struggle 
on the side of Great Britain. As there is 
no longer any prohibition on such trans- 
fers, however, deliveries are now made 
in the regular way. War between Great 
Britain and Germany ended virtually at 
the signing of the treaty of Versailles on 
June 28, 1919, which treaty was ratified 
by the British Parliament on July 25 
following.—Ed. 


SHORT SALES AND LOANING RATES 
Editor, THE MAGAZINE OF WALL STREET, 


Sir: What charge, if any, may the 
owner of a given number of shares in a 
given company make to a shortseller for 
the loan of his certificate for delivery tw 
the purchaser in a short sale?—R. C. C. 

Ordinarily, the owner of stock does 
not make any charge to a borrower for 
the loan of his certificate unless the de- 
mand for the stock is so urgent that a 
premium for its use may be demanded. 
In the latter event the stock is said to 
loan at a premium. 

The usual practice is for the borrower 
to deposit with the lender an amount 
equal to the market price of the stock, 
in which case the lender pays to the bor- 
rower the prevailing rate of interest on 
the money. This is what is meant by 
the loaning rate on a stock. 





’ LIKES “THE WORLD'S BUSINESS” 
Editor, THE MacGazine oF WALL STREET: 

Sir—Permit me to express my warm 
appreciation of your new department “The 
World’s Business.” The test of whether 
an item has any ‘bearing upon our own 
economic welfare is eminently a proper one 
in determining what should appear under 
this heading, although it may be difficult 
to apply at times. 

Such a department should not only do 
much toward educating American investors 
in the foreign investment field which we as 
a nation must enter to do our part in sta- 
bilizing industrial and financial conditions 
and to maintain our financial position— 
H. J. M. 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 





Leather 





Depression Continues 


HILE conditions in the leather 
W and shoe industry show a slight 
tendency toward improvement, they 
nnot be said to approximate anything 
ore than a slight silver lining to a very 
lack cloud. The situation is different in 
fferent branches of the industry. In such 
ties as Rochester and Brooklyn there 
has been an increase in orders, while in 
icago there is better business in 
men’s shoes. In New England, how- 
er, plants are working far below nor- 
il. A few of the large manufacturers 
ive opened up on part-time basis after 
eir long period of inactivity. 

The fact is that some of the larger 
anufacturers were caught in a very seri- 
us slump. Many of them are loaded 
up with quantities of shoes which the re- 
tailer refuses to take. Some are actually 

ing into the. retail business with the 

pe of being able to dispose of part of 
their surplus. 

The market for the raw material is in 

weak position. The domestic situation 
s partially responsible, but the situation 
broad also adds to the difficulties of deal- 
rs. Foreign buyers appear to be holding 
ff purchases. owing to the state of the 
foreign exchange market. Such pur- 
hases, under present conditions, would 
ave to be financed by American tanners, 
ut the latter are either unwilling or un- 
ble to make the proper financing arrange- 
ments. The result is seen in the drop of 
exports abroad. 

The situation is further complicated by 
the fact that a number of European 
nanufacturers refuse to make further 
commitments in the raw material until 
they are able to dispose of their surplus. 
Prominent interests declare that no big 
exporting movement abroad in leather can 
take place within the immediate future. 
Even Italy, always a prolific market for 
leather and shoes, shows a disposition to 
refrain from purchases. Prices there 
have dropped about 30% since the be- 
ginning of the year. 

Dealers and manufacturers at home pro- 
fess inability to be able to lower their 
prices. It looks, however, as if prices 
must come down. The ultimate consumer 
has final say in such matters and as he 
has indicated his intention not to pay 
more than a certain price for his shoes, 
dealers will either have to keep their 
shoes on their shelves or make sacrifices. 
In other words, it is a buyer’s market. 

The outlook is that all interests con- 
nected with the industry, from the dealer 
in raw leather to the retailer of shoes, 
will have to be content with a smaller 
margin of profit if they expect to do any 
volume of business. If there is any dis- 
position to maintain high prices, people 
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THE average investor has neither the 
time nor the opportunity to follow 
dovelopments in the various industries, 
although such developments at times 
are of vital importance in the considera- 
tion of the long range prospects for 
securities. .This department will sum- 
marize and comment upon the tenden- 
cies in the more ant trades as 
expressed in the authoritative trade 
publications and by recognized readers 
in the various industries. As the gen- 
erol tendency ia a given trade is but one 
of the many factors affecting the price 
of securities representing that industry, 
the reader should not regard these trade 
tendencies alone as the basis for invest- 
ment commitments, but merely as one 
of many factors to be considered before 
| arriving at a conclusion. 
i 











will prefer to wear their old shoes. The 
leather industry, at least so far as the 
shoe product is concerned, appears to be 
headed for further deflation. 





Textiles 








Effects of Slump Sti!l Felt 
MPORTANT manufacturers and whole- 
salers in the textile and apparel field 
are now being undersold by their smaller 
competitors. Because of the extensive- 
ness of their operations some of these 
larger concerns have found themselves in 
a difficult position. These concerns were 
loaded up with large quantities of raw 


The slump in textile exports during re- 
cent weeks is due both to the drop in ex- 
change and to a widely held, though er- 
roneous, impression abroad to the effect 
that there is an impénding financial 
calamity coming in this country. While, 
of course, this feeling on the part of for- 
eign interests is extremely far-fetched, it 
is nevertheless partially responsible for a 
noticeable falling off in textile exports. 

In the woolen market, improvement of 
inquiries is shown. While inquiries have 
not been large enough to cause a feeling 
of undue optimism, all interests feel that 
the tide has turned. Figures are not 
available on present consumption but ac- 
cording to well-informed sources renewed 
buying on a moderate scale is in prospect. 

In the apparel field, the trend is not so 
clear. There are still large stocks left 
over from last year bought at high prices 
and some difficulty is anticipated in dis- 
posing of this surplus even at cut rate 
prices. The thing which hurts this busi- 
ness more than anything else is that the 
public has become accustomed to bargain 
rates. This may militate against the suc- 
cess of sales in fall and winter stocks. 
Indications point to an irregular season 
with the best chances favoring those who 
have cut down their requirements to the 
desired minimum. So far as the spring 
season is concerned, however, indications 
point to greater activity and _ possibly 
higher prices. 
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material bought at high prices and when 
the slump came it found them unpre- 
pared. The smaller dealers, however, had 
less stock on hand and were thus able to 
dispose of it with greater dispatch, thus 
putting themselves in a position to take 
advantage of the lower prices for raw 
material. The big manufacturers are still 
striving to dispose of their cloth surplus 
bought at high prices and not active fac- 
tors in the market. This is borne out by 
the fact that most of the purchases being 
made in the market are’ for the account 
of less important producers of apparel. 





The Motors 





Industry Going Through Readjustment 


UTOMOBILE manufacturers gener- 

ally prefer to follow a policy of cur- 
tailment and are limiting output in ac- 
cordance with the drop in demand. Plants 
at Cleveland, Toledo, Syracuse, Detroit, 
Indianapolis and elsewhere are reported 
to be working on a four- or five-day week 
basis. A number of employees have been 
thrown out of work. In Detroit 50,000 
are idle. Strictly speaking, this situation 
applies more accurately to the pleasure 
car manufacturers than to manufacturers 
of trucks or tractors. But even in the 
motor-truck branch, a slump in production 
is noted. Production of tractors, however, 
continues unabated owing to the heavy 
demand. 

Plans for expansion, naturally, are be- 
ing deferred. The unsettled state of the 
industry does not permit tying up of 
working capital in enterprises not imme- 
diately productive. The policy is to con- 
serve cash to the maximum compatible 
with present needs. 

While there has undoubtedly been a re- 
cent decrease in production owing to the 
smaller demand, this has applied more 
particularly to the smaller manufacturers, 
who have felt the brunt of cancelled or- 
ders rather severely. Even so, talk of a 
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general average of 60% cancellations in 
the industry seems like gross exaggera- 
tion. One important passenger car con- 
cern, which makes over 100,000 cars an- 
nually, reports total cancellations at only 
3%. It cannot be denied, however, that 
there have been important cancellations 
and that many cars have been returned. 

The sales situation varies widely in dif- 
ferent districts. In the wheat-growing 
sections there has been an_ especially 
severe falling off in orders. With the new 
crop coming in, the banks are loaded up 
to the limit. Even well-to-do farmers are 
unable to raise a dollar for car purchases. 
This situation is temporary, however. 
When the crops are brought in, the Mid- 
dle West will have the necessary funds 
with which to finance its purchases of 
automobiles. In the industrial sections, 
the situation is somewhat better. Money 
conditions are not quite so stringent there 
as they are at present in the crop-growing 
districts, and purchases of cars are more 
easily financed. 

The question of credit, of course, is the 
most important one affecting the automo- 
bile industry. The actual percentage of 
machines bought on the instalment plan is 
not definitely known. Some have de- 
clared that 80% of the automobiles sold 
in this country were sold “on time.” A 
careful investigation of the business meth- 
ods of several thousand dealers, however, 
reveals the fact that under 50% of auto- 
mobiles are so bought. Nevertheless, 
even 50% is a large amount. It is a ques- 
tion if the smaller companies are in a 
position to finance the purchases of their 
customers on this basis. Already, a num- 
ber of them appear to be in trouble. Sev- 
eral receiverships have been reported. 

The outlook is for a temporary de- 
pression in the industry, with its greatest 
effect on the passenger car branch. In 
the meantime, with this period of read- 
justment on the way, it looks as if the 
smaller companies will have to meet com- 
petition under unfavorable conditions, 
Their future is uncertain. With many of 
them it is a race with time. Will their 
working capital hold out until conditions 
improve? The older and better financed 
concerns are in a position to stand the 
gaff and will survive and prosper in a 
field from which their weaker competitors 
have been eliminated. 

Announcement of a general reduction in 
the price of Ford cars will probably have 
an effect on the prices of cars competing 
with the Ford product. As for the higher- 
priced cars, the tendency is not so clear, 
though it is possible that next year will 
see competition between concerns manu- 
facturing medium and higher-priced cars, 
with consequent recessions in price. 
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Production Catches Up with Demand 


TOTAL production in this country con- 

tinues to increase, according to the 
report of the U. S. Geological Survey for 
July. In that month the output totalled 
38,419,000 barrels as against 37,295,000 
barrels for June, which was the previous 
high month. Total production for the 


first seven’ months of the year was about 
18% in excess of production for the cor- 
responding period last year. A slight in- 
crease in stocks on hand of crude petro- 
leum is noted at the end of July. Im- 
provement in production is being matched 
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somewhat by increase in demand, espe- 
cially from export sources. Thus a total * 
of 37,017,000 barrels of domestic crude pe- 
troleum was delivered to consumers in 
July as against 35,221,000 barrels in June. 
The situation, however, generally speak- 
ing, still seems to be one of balanced 
supply and demand. 

Export trade is flourishing. Demand 
for fuel oil is on the increase despite the 
handicap of an unfavorable exchange rate. 
Export demand for other petroleum prod- 
ucts also continues active. Lubricants, 
especially, are in recent demand, shipments 
of gasoline -are in very large volume, and 
further improvement is expected if ex- 
change rates recover and conditions abroad 
become more normal. Thus the export 
position of the industry appears excep- 
tionally strong. 

Talk of “famine” in the gasoline mar- 
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ket seems ‘to have died. While the com- 
modity continues in active demand, sup- 
plies are constantly increasing. The sit- 
uation seems to.be that of more or less 
balanced production and consumption. 
Whatever shortages may exist are only 
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local affairs. California, in particular, is 
still in trouble so far as gasoline is con- 
cerned, but in other sections of the coun- 
try, particularly the astern seaboard, 
supplies are easily available. Under the 
circumstances, no increases in the price 
of gasoline from this time on for a con- 
siderable period are anticipated. 

While fuel oil is in heavy demand for 
export, the domestic situation appears 
somewhat clouded. In fact a recent ten- 
dency towards easement has been noted. 
Curtailment in the automobile industry, 
the closing of many plants which are fuel 
oil consumers and the generally uncertain 
business outlook, tends to give the domes- 
tic market an aspect of instability. 

Improvement in transportation seems to 
be an assured fact. Superficially the trade 
would seem to have been hard hit by the 
diversion on box cars by the Interstate 
Commerce Commission. The proportion 

f box cars to tank cars used by the in- 
dustry is so small, however, that the ef- 
fect of this order is comparatively neg- 
ligible. Compared with other industries, 
the oil industry is in a relatively advan- 
tageous position so far as transportation 
is concerned. 

The main point to note about the oil in- 
lustry is that production is increasing 
along with improvement in transportation 
facilities. Reserve stocks are improving; 
ind with the seasonal demands for gaso- 
line out of the way and the curtailment 
f activity in lines allied with the auto- 
mobile industry, the tendency, if any- 
thing, should be temporarily downward. 
So far there have been few indications of 
1 break in the price level, but the best 
opinion has it that the winter months will 
see the general petroleum market at a 
slightly lower level. 





Steel 








New Depressing Factors Working 


THE steel industry seems to be headed 
toward less active times. While there 
have been no important changes a few in- 
fluences are recognized which, if con- 
tinued, might give a new aspect to the 


market. Among such influences is the 
check given to the automotive industry, 
which appears to be more serious than was 
realized several weeks ago. Cancellations 
of finished steel orders for automobile 
purposes are coming in regularly; and 
while this does not affect the present posi- 
tion of the steel mills, which are crowded 
to capacity, it is bound to exert some in- 
fluence during the following year. 
Another factor is that foundries and 
machinery-manufacturing companies al- 
lied with the automobile industry are cur- 
tailing operations. The railroads are try- 
ing to economize and less equipment or- 
ders for track supply and car and loco- 
motives have been received than expected. 
Nevertheless this new turn, up to the 
present, has resulted in no changes of im- 
portance so far as prices are concerned. 
In fact, considering the lack of interest 
on the part of consumers, prices hold sur- 
prisingly firm. There seems to be noth- 
ing to suggest that a serious price decline 
can be anticipated in the immediate fu- 
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of the 


CHICAGO HERALD 
AND EXAMINER 


THIS EDITION contains all the News, Pictures and Features of the 


regular edition—PLUS: 
Elaborate Cables on the Foreign Situat 


Washington Developments by economic experts: 


News essential to credit men; 


Buyer’s Information; 


ion; 


Best Real Estate Department in Chicago; 


Column on Railroads; 


Reviews and quotations on dry goods, drugs, 
chemicals, leather, lumber, groceries, and other 


markets NOT COVERED by ANY daily news- 


paper in Chicago. 


This edition is edited by BOERSIANER, the greatest living writer on 


finance and economics, who has a daily article. 


The Herald and Examiner is ever alert to the 





needs and desires of its readers, and the fact 
that a COMMERCIAL EDITION is published by 
the Herald and Examiner is an evidence of the 
fact, also, that among its readers are thousands 
of men directly interested in financial news. 


The circulation today of the 


Herald 


and Examiner is 


357,380, a gain of 31,876 over that of a year ago, when it 


sold for 2 cents. 
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The ONLY 3c morning newspaper in Chicago. 


The LARGEST 3c MORNING circulation 
in the World. 
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The Productive 
Use of Funds 


is without doubt the most important of all 
business undertakings. 

Sound knowledge and definite information is the 
foundation of careful investment. 


The Booklet of Securities, comprising over 
250 pages, contains definite and up-to-date 
information on all active securities. 


Write for MW-102 “Booklet of Securities” 


Whitney & Elwell 


Members New York and Boston Stock Exchanges 
30 State Street, Boston 9, Mass. 
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Buy a Security That You 


Don’t Have To Watch! 


Don’t put your money into any security 
that requires both money to buy it and 
detective work to watch it. 


Prudence-Bonds do not have to be 
watched by the bondholders—the Realty 
Associates Investment Corporation does 
it for them. 


And you can satisfy yourself as to their 
ability to do it by studying the list of 
our Directors. 


We have prepared a booklet describing 
Prudence-Bonds in detail, which we will 
send without any obligation to you. 


We pay the 4% Normal Federal Income Tax 
Ask for Booklet M.W.-70 


Realty Associates 


Investment Corporation 


31 Nassau St., New York 162 Remsen St., Brooklyn 
Denominations of $100, $500 and $1,000 


Guaranty Trust Company of New York Trustee of This Issue 














ture, except possibly on the part of the 
independents. 

Some products have been advanced 
owing to the freight increase. Bolt and 
nut prices have been put up 10 and 15 per 
cent. Wire materials also show an up- 
ward tendency. 

On the other hand, some temporary ir- 
regularity is noted in the pig iron mar- 
ket. With consumers seeing little pros- 
pect for getting deliveries this’ year, little 
new business is being booked. Prices, 
however, remain firm with little prospect 
of real easement in the immediate future, 
owing to the small amount of offerings 
made by the mills. The situation here 
seems to be a case of definite under- 
supply. 

In the export field, the iron and steel 
trade is being influenced by the advers« 
rate of exchange. The decline of foreig 
exchange in the past two months ha 
caused consumers abroad to hold off from 
further purchase. In fact, a number of 
cancellations have been reported on the 
part of foreign interests who have origi- 
nally ordered for delivery in the autumn 
months.‘ This situation is causing no 
great concern among producers here, how- 
ever, as they are booked up to capacity 
for months to come. The pig iron mar- 
ket for export is similarly affected; and 
while the need for the commodity is very 
great abroad, foreign consumers cannot 
see their way clear to place orders in 
America as long as they have to pay the 
present heavy premium entailed by the 
unfavorable exchange rates. 

Some satisfaction is being expressed by 
producers over the improvement in the 
coal situation. Fuel supplies ‘are in transit 
to an increasing extent and, with the im- 
provement in transportation, steel and 
iron producers are in a better position to 
clear off accumulated orders than they 
have been for some time. Considerable 
work remains to be done in this direction, 
however, before congestion at the mills 
can be completely relieved. 

Conflicting influences at work in the in- 
dustry tend to favor the probability of 
considerable price irregularity in the im- 
mediate future. While the bulk of steel 
and iron prices may range around present 

high levels, it begins to appear that in 
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certain branches definite recessions can 
be looked for. It is barely possible that 
prices have reached their peak for the 
time being. 
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Conflict Between Federal and State 


Authorities Developers of Latent Earnings 


NALYSIS of current railroad condi- 
£% tions shows that railroad executives OW h : d % 
are strenuously endeavoring to carry out e ve made 400 oO 
their promise to bring the carriers up to Th Fi Y 
a higher point of efficiency than obtained e rst ear 
during the period of Government control. On Our In 
Since the ending of Federal control, the vestment 
railroads ‘have increased their mileage in your services,” said a prominent industrial client of ours. 
from 23 to 26 miles a day. Conditions This is not an isolated case, but the unvarying experience 
being favorable, it is planned to increase of those we have served during the quarter century of our 
this to 30 miles a day. The significance public service. 


The reason for this is our policy of not undertaking a com- 


mission unless, after a preliminary survey, we are convinced 
MAG. OF STREETS R.R. STOCKS AVERAGES that we can save you many times the amount of our fees. 





— oy Discuss your industrial problems with us—no obligation 


“ ’ to you. 
ayy . OUR BOOKLETS 


READING SOV THERM “MUST EARNINGS DIMINISH?” 
“COSTS—AND THEIR FALLACIES” 
WILL BE MAILED ON REQUEST BY EXECUTIVES 


GERARD, GRAHAM & CO. 


Industrial Engineers 
“Developers of Latent Earnings” 
202 SO. STATE STREET CHICAGO, ILL. 
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of this improvement may be realized more 
completely when it is understood that 
each additional mile per day gained from 
the total freight cars in the country is 
equivalent to putting into operation 90,- 
000 new cars. In other words, the im- 
provement already obtained has added the 
equivalent of 270,000 new freight cars. 

With railroad executives trying to get 
as much out of existing equipment as pos- 
sible, economy of the most rigorous or- 
der is being practiced. The tendency is 
to make equipment purchases only where 
absolutely necessary. Factors rendering 
economy imperative are the high cost of 
money, with which to effect new pur- 
chases, and the high cost of the equip- 
ment itself. Considering the fact that 
money rates have advanced almost 100% 
in the past few years, and that equipment 
has advanced over 100%, railroad execu- 
tives seem to be taking the proper steps 
iii applying present economy. The prob- 
abilities are that the railroads will pre- 
fer to get along with existing equipment 

; well as possible, increasing their pur- 
chases only as the costs of new equipment 
retreats. 

Considerable confusion continues to ex- 
ist with regard to intra-state rates. State 
authorities are proceeding independent of 
the action of the Interstate Commerce 
in prescribing rates. It is obviously y, 
illogical for the Interstate Commerce f THE BEDROCKo NES 
Commission to be empowered with aor othe 
rate-making and then have its decisions 
virtually annulled by State authorities. 
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Investing for 
an Income 


Preferred stocks issued by 
well-established manufactur- 
ing companies, producing 
essential commodities, offer 
an unusual opportunity to 
the discerning investor to 
obtain high interest yields 
and, with the return of nor- 
mal interest rates, invest- 
ments made now should in- 
crease in value. 


We have a carefully se- 
lected list of Preferred 
stocks, with strong Sink- 
ing Fund provisions and 
secured by the entire 
assets of corporations 
having no mortgage in- 
debtotiens and earning 
several times dividends 
requirements, which we 
recommend to the most 
conservative investor. 


Yielding 8% 


Ask for Folder No. MW 357 


Hollister, 
White & Go: 
50 Congress Street 
Boston 


92 Cedar St. Nor. American Bldg. 
NEW YORK PHILADELPHIA 




















No. 5 of a Series. 


Our 
Order 
Department 


has been organized to a 
high standard of effi- 
ciency for upwards of 25 
years and is equipped to 
render unexcelled serv- 
ice in the execution of 
your orders in approved 
securities. 

We shall be pleased to 
execute orders for ac- 
cepted customers. 


Sutro Bros. & Co. 
Members 
N. Y. Stock Exchange 
120 Broadway, New York 
Telephone: Rector 7350 
57 St. Francois Xavier Street, 
Montreal. ~ 

















The situation requires measures of relief 
and the probabilities are that the whole 
matter will have to be threshed out in the 
courts. 

Another point of conflict appears in 
connection with the granting of loans to 
the carriers. The Interstate Commerce 
Commission takes the view that it is em- 
powered to approve railroad security is- 
sues regardless of the approval of any 
State commission. Some of the commis- 
sions, notably the Michigan commission, 
take a diametrically opposite view, to the 
effect that the Interstate Commerce Com- 
mission is not empowered to approve pro- 
posed railroad securities without first se- 
curing the approval of the State commis- 
sion involved. 

Obviously a situation like this cannot 
exist without detriment to the railroads. 
It begins to appear that recent Federal 
railroad legislation missed some vital 
points which should have been cleared up. 
It stands to reason that a method of co- 
operation between Federal and State au- 
thorities will have to be found. The de- 
fects arising from the present situation, 
therefore, can have nothing more than 
temporary significance. 

It is on its technical side that the rail- 
road situation seems most promising. Im- 
proving efficiency is being noted right 
along. The attempt at economy is also 
of considerable value. Generally speak- 
ing, the carriers seem to be in a far 
healthier condition than they were a few 
months ago. 





Shipping 








Industry in Lull 


BooM times for the shipping industry, 
at least, temporarily, seem over. 
Premiums for cargo space are no longer 
the order of the day. Plenty of space is 
reported for ships bound both eastward 
and westward. The industry is thus en- 
countering a period of relative dullness. 

Contributory factors are the drop in ex- 
ports owing to the condition of the for- 
eign exchange market, the refusal of Euro- 
pean buyers to purchase over here until 
prices drop further, and domestic labor 
troubles which have tied up quantities of 
goods intended for export. 

While shipping rates have declined ex- 
tensively in the past few months, they 
have shown no tendency to come back, 
although they are what might be termed 
firm at the present moment. Shippers 
seem to be confident that they need an- 
ticipate no increase in freight rates in the 
immediate future. Even passenger space 
is reported plentiful. It was only a short 
time ago that it was very difficult to se- 
cure passage abroad, but the change in the 
situation here indicates that earnings 
from this source, too, are on the decline. 

The situation affecting trade between 
this country and Europe, on the whole, is 
less favorable than that applying to trade 
between this country and other portions 
of the globe, with particular reference to 
South America. Although exchange rates 
here, too, continue to operate against the 
interests of American exporters, this fac- 
tor does not exert so great an effect as is 


true of European exchange. Trade with 
South America is relatively brisk. One 
large steamship company reports that its 
vessels leave for South American ports, 
fully laden. In fact, this same company 
has just announced an increase in freight 
rates. Steamship lines to South America 
thus appear to be in a better position 
than those engaged in the European trade. 

The feeling seems to be that exports 
abroad, speaking with particular reference 
to Europe, will continue to show a de- 
clining tendency over a period. This, how- 
ever, will be partly counterbalanced by an 
increase in imports. As a matter of fact, 
exports and imports are slowly drawing 
together and the best opinion has it that 
in time imports will exceed exports. That 
imports will eventually show 3 balance 
over exports is virtually assured by the 
fact that we are the creditors of Europe, 
which will never be able to pay her debt 
to us unless she can sell us more than we 
can sell her. It is therefore almost certain 
that steamship companies will earn more 
from the westward trips of their vessels 
than from their eastward. 

For the immediate future, the outlook 
for the shipping industry appears rather 
unfavorable. No great increase in activity 
can be looked for, at least so far as ex- 
ports are concerned, though imports may 
continue to advance. In the meantime, 
operating costs continue high. The at- 
titude of labor is discouraging and is 
a very costly matter. Fuel prices, how- 
ever, appear to be on the decline, with 
particular reference to coal. This is an 
important matter and will probably tend 
towards counteracting the effects of the 
high cost of labor. 


As a general conclusion, it may be said 
that the position of the shipping industry, 
as a whole, is far less favorable than it 
was six months ago. Shipping companies 
are earning less now: than they did for- 
merly, and the chances favor the’ contin- 
uation of this tendency for some time to 
come. 





CANADA’S DOMESTIC CREDIT 
SITUATION [IMPROVING 


(Continued from page 746) 


pay for five; the other dollar you must 
leave in the bank.” 

Any consideration of banking in Can- 
ada would be incomplete without a refer- 
ence to the foreign extensions, by way 
of agencies and branches. As in the home 
field, this branch of development has been 
pushed aggressively since the close of the 
Great War. Canadian banks now have 
offices in the Far East, in South Amer- 
ica, in Spain and France, as well as in 
Great Britain, United States, Newfound- 
land, Central America, Cuba and the 
West Indies. Profiting by the courage 
which Canadians as a whole developed 
during the war in finance and trade, the 
banks have looked far afield and varied 
an old saying by implementing their be- 
lief that “Trade follows the banks.” As 
a consequence, Canadian business men are 
encouraged to seek new markets and 
build up the export communications so 
much needed by a country of eager work- 
ers possessing vast reserves of natural 
resources. 
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THREE POSSIBLE SOLU- 
TIONS OF THE HOUSE 
PROBLEM 
(Continued from page 766) 
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Investments 


XISTING conditions demand unusual 
discrimination in the investment of 


surplus funds. 


ond floor, living room, dining room and 
kitchen on the first floor. The price of this 
house complete, but not constructed, and 
subject to the expenses outlined above, is 
$4,500. That is not the minimum, how- 
ever, nor the maximum price of the 
houses that can be purchased. 

Oné of the companies manufacturing 
these houses is meeting the existing hous- 
ing situation with a partial payment plan. 
Where the purchaser owns his lot free 
and clear, the company will accept a pay- 
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We shall be pleased to consult with you 
regarding the purchase of government, 
municipal, railroad, public utility and 
industrial securities best suited to your 
requirements. 
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Three Possible Solutions of the House 
Problem 
COST DATA OF $3,500 BUNGALOW. 
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Commission Orders Executed 


HORNBLOWER & WEEKS 


BOSTON . +43 NEW YORK 
provnence  Lvestment Securities Scebchns 
PORTLAND Established in 1888 DETROIT 


Members of the New York, Boston and Chicago Stock Exchanges 
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ment of 25% cash and allow the balance 
to remain on mortgage, payable in monthly 
instalments over a period of three years. 
A premium of 15% is charged where this 
method is used. - 
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Government Built Houses 


During the war the government had a 
number of houses built for various pur- 
poses, in’ sections, so that they could be 
shipped to various parts of the country, 
where needed. The close of the war 
found the government with a large con- 
signment of these sectional houses on hand, 
which were sold at wholesale. 

For emergency purposes, they are avail- 
able and can be obtained at the price of 
$750, but the company that purchased 
them from the government will only sell 
a minimum of two at a time, as they are 





Another Success 


Again New England is creating a profitable industry. To the prob- 
lem of supplying mica, both in ground form and in sheet form, to the 
ever-increasing users she is applying Yankee methods. Instead of min- 
ing by tunnels and shafts, a group of Yankees have started blasting mica 
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shipped in carload lots and each car con- 
tains ‘two bungalows. These houses are 
28 x 25 feet, outside measurements, and 
three rooms comprise the interior. 

They are of yellow pine, in sections, 
stenciled, and can be erected without 
skilled labor. Each has 17 windows, 
screens, 4 doors and hardware for same. 
They are wired for electricity. The living 
room measures 12 x 15, bedroom 10 x 12; 
kitchen 8 x 14 and porch 8 x 14. 

We do not suggest these for a city home 
but they would fill an emergency and 
should be ideal for bungalow purposes. 





WHEN AS-AND-IF-ISSUED 

It is sometimes possible to buy securi- 
ties of corporations in the market, usually 
in over-the-counter dealings, before the 
corporation has_been legally chartered or 
the shares formally “issued. This is gen- 
erally the case when an old corporation 
makes announcement of its intention to 
issue some new security. It is then pos- 


from a quarry face, crushing it up in quantity and extracting the mica by 
special process. 


By this method they get a large quantity of scrap for grinding pur- 
poses which pays a good manufacturing profit on the entire transaction. 
In addition they obtain a certain amount of sheet mica, which costs them 
nothing. The value of sheet mica per pound is greater than silver. 


These same methods have been used by these men in producing 
agricultural lime, with the result that the early investors in the Lime 
Company are obtaining better than 30% on their money. 


Mica production should be more profitable than limestone. May we 
send you full particulars of the New England Minerals Company stock at 
$10 per share? 


EARNEST E. SMITH & CO. 


Specialists in New England Securities 


52 Devonshire Street, Boston 
SALEM SPRINGFIELD 
Members New York and Boston Stock Exchanges 








if issued.” 
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sible to buy these securities under a con- 
tract based on the proviso “When, as and i 
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INVESTING 
BY 
MAIL 


It is not necessary to live 
in or near New York in or- 
der to obtain reliable ser- 
vice and careful advice 
when investing money. 


For the benefit of our out- 
of-town customers we 
maintain a special mail de- 
partment. 


This department keeps 
them in touch with the in- 
vestment situation, and en- 
ables them to buy and sell 
securities in the New York 
market, no matter where 
they may live. 


OUR BOOKLET 
“Investing by Mail” 
TELLS HOW THIS IS DONE 

If this service would be of use 
to you let us send you a copy. 


GRAHAM & MILLER 


Members 
N. Y. Stock Exchange 


66 Broadway, New York City 











AN INVESTMENT 
YIELDING 8.9% 


We have compiled information regarding 
‘ a preferred stock, which at the present 
market price, yields 8.9%. 


The company is the largest of 
its kind in the world and con- 
trols, through stock-ownership, 
twenty-seven oil producing, 
transporting, refining and dis- 
tributing subsidiaries and 
eighty-four public utility sub- 
sidiaries. 

After providing for all excess 
profits taxes, income taxes and 
other charges, requirements for 
the preferred dividends are 
being earned four times over. 
An attractive feature of this 
stock is the payment of divi- 
dends the first of each month, 
and the rendering of a month- 
ly earning statement. 


We recommend this preferred stock as a 
sound investment yielding an exceptional 
high return. 


Send for circular C.S.-l. 


MAGUIRE & BURLEIGH 


Stocks and Bonds 
170 Broadway, New York 
Phone—Cortlandt 3573 























Bethlehem Motors Receivership—The Way Out 
(Continued from page 758) 








bilities to the extent of about $3,000,- 
000, leaving an equity value for the 
173,334 shares of $1,900,000 or about $11 
a share. But the fact that the creditors 
are temporarily aiding the company, does 
not solve the ultimate problem of secur- 
ing additional capital. ‘ 


Reorganization? 


A reorganization of the company’s fi- 
nances seems at present writing prac- 
tically inevitable. What form this reor- 
ganization will take, it is difficult to say, 
owing to the reticence of the company’s 
officials on this point. Shareholders, how- 
ever, have no cause for alarm. The 
stock is non-assessable and carries no per- 
sonal liability. An assessment therefore, 
is out of the question. On the other 
hand, a new issue of stock would almost 
certainly be a failure owing to the present 
position of the stock which has slumped 
to a record low of less than $6 a share 
as compared with a high for the year of 
$32 a share. This would seem to elim- 
inate the possibility of securing funds 
from the present stockholders. 

The only alternatives are the issuance 
of a bond or note issue, with preference 
in favor of the latter. On the strength 
of the fact that the company is solvent, 
it would probably experience no great 
difficulty in securing an amount sufficient 
to carry it over its present difficult posi- 
tion. The banks themselves are under- 
stood to be heavily involved in the Beth- 
lehem situation, being creditors to the ex- 
tent of about $1,000,000, and it stands to 
reason that they would favor an addition 
to present capitalization, such as would 
relieve them of the obligation of carry- 
ing the notes of the company. I believe 
that if there is a reorganization, the logic 


of the situation would seem to point to 
a moderate-sized issue in either notes or 
bonds. : 

It is well to bear in mind that Bethle- 
hem Motors, for all practical purposes, is 
a going concern. Its mercantile position 
is satisfactory considering the present 
state of the general industry. It has 
built up an efficient sales organization, 
and its trucks have met with the approval 
of buyers throughout the world. In the 
last three months of 1919, earnings ran 
at the rate of about $6 a share, thus in- 
dicating the earning power of the stock. 
Total earnings for the present year should 
average well up around that figure. 


Conclusion 


Recent developments make it obvious 
that whatever hope there was early this 
year that the stock would be put on a 
dividend-paying basis is now no longer 
existent. The company has a hard road 
to travel. A receivership is no light mat- 
ter. A reorganization of the company’s 
finances which would supply it with needed 
working capital would be helpful. Even- 
tually, however, the company should 
emerge from its present condition, and 
give another instance of the fact that a 
receivership is no permanent barrier t 
ultimate success. 

So far as the common stock is con- 
cerned, it may be said that its asset valu: 
is approximately twice the present selling 
price of about $6. A reorganization that 
would put fresh capital into the company, 
would not have any permanently embar- 
rassing effect on the stock. Certainly at 
current low levels it seems to have thor- 
oughly discounted the situation. .vol. 26, 
p. 177. 
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VALUE OF EXPORTS AND IMPORTS 

From 1910 to 1919 our annual imports 
from Europe increased from approxi- 
mately one billion and a half to more than 
three billions, and our annual exports to 
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Europe increased from about one billion 
seven hundred million to more than seven 
billion dollars.—(Chart and commert by 
Charles Coolidge Parlin, of the Curtis 
Publishing Company.) 
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WILLYS-OVERLAND PFD. 
Stock Should Be Held 


Preferred stock of the Willys-Overland 
Company pays 7% per annum and has 
maintained this rate since 1913. Prices re- 
cently have ranged between 76% and 76, 
on a turnover of about 300 shares of 
stock. Based upon the latter price, an in- 
estment in the stock would yield 9.21% 
per annum. The company’s earnings, al- 
though showing some decline in recent 
menths, are ample to meet dividend re- 
uirements on the preferred, and are like- 
y to continue so indefinitely. 

All the motors have been under severe 
depression for the past two months and 

was only logical that Willys-Overland 
should have shared the onslaught made 
ipon other issues of the same character. 
There is no occasion for uneasiness re- 
‘arding the investment. The company is 
believed to be in a satisfactory condition. 
The market value of the stock is too low 
to suggest parting with it, and it is doubt- 
ul if a switch to any other could be made 
that would, in the end, prove to be as 
acceptable and satisfactory. 





ARKANSAS NATURAL GAS 
Stock Declined Far Enough Apparently 


Arkansas Natural Gas Company is a 
Delaware Corporation, having an author- 
ized capital of $47,500,000, all common 
stock, par value $10 a share, and of which 
$15,530,000 is outstanding. 

The company owns oil and gas lands in 
Louisiana on which there are 39 produc- 
ing gas wells, in addition to which the 
‘ompany also has advantageous contracts 
with other producers of gas at different 
locations, from which it purchases gas. 
The company also owns the Arkansas 
Fuel Oil Company, an operating company 
having producing gas wells in Ohio and 
Texas. 

Apparently, the company’s affairs are in 
a healthy condition. Its gas earnings are 
large and its outlook is encouraging. The 
initial dividend of 2% and 3% extra quar- 
terly has been declared payable Septem- 
ber 30, 1920, to stock of record Septem- 
ber 15, 1920. The stock sold down to 11 
last week, which is the low for the year. 
Based on this price, the stock would yield 
18.18 per cent per annum on an invest- 
ment. 





ALLIED PACKER 6s—BUSH TERMI- 
NAL 5s 


Status of Diversified Investments 


Allied Packers debenture 6s, due July- 
1, 1939, of which $16,000,000 are outstand- 
ing, are not a mortgage issue, but the in- 
denture under which the bonds were is- 
sued provides that the quick assets of the 
company be maintained equal to at least 
150% of its current liabilities, and that its 
net quick assets be always equal to at 
least 50% of the amount of bonds out- 
standing. It further provides that neither 
the company nor any subsidiary will 
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mortgage any of its property while these 
bonds are outstanding. They are convert- 
ible into common stock of the company at 
the rate of 13 shares of stock for each 
$1,000 bond. 

Doubtless, the recent decline in the 
price of these bonds is to be attributed to 
the report of a material falling off in the 
business and earnings of the company. 
To what extent these have fallen off, we 
cannot say definitely, until the company 
issues its financial statement for the past 
year, or past half year. However, it can 
be stated definitely that the company’s 
earnings are sufficient to meet the interest 
requirement on its outstanding debentures, 
and were we in your place we should not 
sacrifice them at the prevailing low price. 

If, however, a switch should be de- 
sired we might suggest the St. Louis-San 
Francisco Income 6s, which are now sell- 





INDIVIDUAL WIRE SERVICE 

Our Individual Wire Service was es- 
tablished in res to a wide demand 
for telegraphic advice on the trend of 
stocks. 

Those who need such advices are re- 
spectfully invited to join this new Ser- 
vice. 

The Department is under the direct 
supervision of our Mr. Wyckoff and 
suggestions receive his personal ap- 


proval. 

Subscribers have their holdings tabu- 
lated and their market action watched 
at all times. To such subscribers we 
telegraph within a few minutes when a 
definite change in technical position is 
indicated by wire or night letter, as 
they may require, or as the occasion 
warrants. 

We also indicate favorable opportu- 
nities to buy, sell, or repurchase securi- 
ties in which they prefer to trade, or 
others in the same group, or securities 
im which the technical position is espe- 
cialiy favorable for an advance or de- 
cline. 

Our charge for the Individual Wire 
Service is $5 per telegram (sent collect), 
and we are ready to receive deposits 
of $3 or more, out of which future 
telegrams will be charged. A _ sub- 
— may withdraw balances at any 

ime. 











ing in the neighborhood of 56, and from 
which the interest, namely six points, will 
be deducted next month. 

Bush Terminal Consolidated 5s, due 
January 1, 1955, of which $6,629,000 is 
outstanding, are secured by a first col- 
lateral lien on the entire capital stock 
($20,000) of the Bush Terminal Railroad 
Company, on the entire capital stock of 
the Bush Terminal Building Company, 
which owns nine city block in the borough 
of Brooklyn, and are a second mortgage 
on the entire property of the company, 
covered by the first lien 4s. 

Due to the rather material contraction 
in the shipping trade in recent months, 
doubtless the company’s earnings have 
fallen off somewhat, but we understand 
they are still sufficient to meet the com- 
pany’s bond obligations. In years past, 
that is, before the War, the company was 
able to earn its fixed charges at least 
twice over, and there does not appear to 
be amy reason why it cannot continue to 
report earnings at this rate indefinitely. 


THE RISING 
BOND MARKET 


Why not partic- 
ipate through 
our Partial 
Payment Plan. 


Write for details 


RUTTER:& CO. 
14 Wall St. New York. 


Tel. Rector 4391 











ODD LOTS 


Trading in “Odd Lots” is becom- 
ing more and more popular with 
wide-awake investors. 


The advantages of 
this plan include: 


Ist—Greater Diversity of Holdings 
2nd—Smaller Capital Requirements 
3rd—Wider Distribution of Risk 


We are 


“SPECIALISTS IN ODD LOTS” 


of Stock Exchange and the 
better class of Outside Secur- 
ities on 
OUTRIGHT PURCHASE 
APPROVED MARGINS 


MONTHLY 
PAYMENT ACCOMMODATION 


Write for Circular MW-1 


EXSMITH 


*AND COMPANY 


Investment Securities 


107 Liberty St., N. Y. 


Telephone Rector 3894-5-6-7 
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Cities Service 
Company | 


Bankers’ Shares 


Monthly Distributions 
in Cash 


Averaging in last 12 months 


49.9 cents 
a share monthly 


13,000 holders of record 
indicates popularity of this 
security 


Circular “K-23” on request 


Henry L. Doherty 
Company 
Bond Department 
60 Wall Street New York 
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Send for details of our Part Pay- 
ment Plan, which will enable 
you to purchase 


CITIES SERVICE 


BANKERS SHARES 


$5.00 per share with order and 
$5.00 monthly until paid for, dur- 
ing which time all dividends re- 
ceived will be credited to your 
account. 


anys pngeen NB y me a 
eo pr prices 
a sound dividend paying 
security should ask us for infor- 
mation as to how they may be 
acquired through our part pay- 
ment plan. 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 








In 1919, the U. S. Cast Iron Pipe Com- 
pany reported an operating loss of $503,- 
703, before the 5% preferred dividend, 
which was paid from surplus. For the 
previous year, the company not only 
earned the full 6% preferred dividend re- 
quirement, but also an amount equivalent 
to about $2.24 a share on the $12,000,000 
of common stock. 

In view of last year’s showing, it is not 
surprising that the price of the preferred 
stock shows a considerable decline. We 
understand, however, that with the ex- 
ception of car shortage, which has 
hampered shipments, the company’s busi- 
ness is quite satisfactory. It is said that 
the domestic demand for its product is 
continuing strong, and that enough orders 
are in hand and in prospect to engage 
the company’s plants virtually to capacity. 
Of course, the stock cannot be regarded 
as an investment proposition, but in view 
of the possibility of a building boom in 
the near future, which would have a pro- 
found influence on the company’s earn- 
ings, the preferred stock would appear to 
be a fair speculation at the present price. 

So far as the immediate outlook is con- 
cerned, we believe that the railroad list 
offers better opportunities for both in- 
vestment and speculation than the in- 
dustrial department, and on any material 
decline from the present level we would 
suggest that you buy a few shares of such 
promising issues as Western Pacific pfd., 
Southern Railway pfd., Missouri Pacific 
pfd., and also a few of the good coppers, 
such as Anaconda, America Smelting & 
Refining, and Cerro de Pasco. At any 
rate, we believe that funds would be safer 
if invested in some of these issues, rather 
than in the more volatile industrials, the 
general outlook for which can hardly be 
regarded as brilliant—at least so far as 
the immediate future is concerned. 





PIERCE OIL—BOOTH FISHERIES 
Low-Priced Speculations 


Pierce Oil has been hampered by lack 
of production and inefficient operating 
management. Both of these have been 
corrected and rapid strides are being made 
in improvements. The company has 
$8,000,000 to spend, and should show good 
earnings this year. We believe the stock 
cheap at the present market price. 

There does not seem to be any pros- 
pect of a dividend on Booth Fisheries 
stock this year. However, the company 
is gradually recovering from war-time 
control by the Government, and is getting 
into a position where in the future it 
will undoubtedly resume the dividend on 
the common stock. We are of the opin- 
ion that before another year is out the 
dividend will be resumed. 





COSDEN & CO. 6s 
Convertible Privilege Attractive 


Cosden & Co. sinking fund gold 6s, 
series A and B, due July 1, 1932, are se- 
cured by a mortgage on all the company’s 
property, real and personal, now owned 
and hereafter acquired. The authorized 
issue is $20,000,000, outstanding $8,104,- 
500. 

The security behind these bonds is fair. 
The price of 104 is due to the fact that 
they are convertible into the common 


stock of the company at $12.55 per share. 
This is the speculative side of the propo- 
sition. The company is a good produc- 
ing company, with fair prospects, and as 
a speculative investment its securities are 
attractive, 


AM. SMELTING 5s 
An Attractive Investment 


American Smelting Ist 5s of 1947 are a 
good purchase and a safe investment. 
They are high grade. The present mar- 
ket price of 73% is due, in our opinion, 
only to general market conditions, in 
which first class securities are quoted at 
much below their real value. With an 
improvement in the general market, these 
bonds should respond. 





SIMS—MIDDLE STATES 
Relative Possibilities 


The main advantage of a switch from 
Sims Petroleum into Middle States is 
the fact that the latter is a dividend 
payer and is technically in strong shape. 
The increase in the capital stock of the 
Middle States, it is presumed, is for the 
purpose of giving the stockholders an- 
other stock dividend. We are of opinion, 
however, that at the present time it 
would be as well to hold Sims. The 
company shows increasing earnings and 
should give a good account of itself when 
the oils start to reach their proper levels 





MEDIUM-PRICED RAILS 
Their Possibilities 


The low-priced rails referred to in a 
recent Investment Letter as practically 
worthless had reference to the position 
of such issues as Missouri, Kansas & 
Texas, Denver & Rio Grande, and, less 
particularly, to such extremely .dubious 
issues as the Erie common, Seaboard 
Air Line, etc. 

The rails are for the most part good, 
in the sense, at least, that they would 
seem fo have fair speculative possibilities 
This has particular reference to such 
issues as Missouri Pacific; Chicago, Rock 
Island & Pacific; Cleveland, Cincinnati, 
Chicago & St. Louis; St. Louis-San Fran- 
cisco common and preferred, and St. 
Louis Southwestern common and pre 
ferred. We do not particularly favor 
Boston & Maine, Pere Marquette, or 
Wabash A preferred. The former and, 
to a lesser extent, Colorado Southern and 
New York, Chicago & St. Louis would 
appear to have an excellent future before 
them, now that the roads have received a 
substantial grant of increased freight and 
passenger rates. 

The group not favored, on the other 
hand, are in a more or less unfavorabl: 
position, and we think it might be well t 
switch out of them into the more promis- 
ing issues. Of course, it is extremely 
difficult at present to say precisely how 
the various roads will fare under the new 
conditions, and for this reason all the 
rails might be regarded as more or less 
speculative. The possibilities for the 
medium-priced issues, that is, the issues 
of sound companies would appear to be 
very promising, and we should restrict 
our ventures to them exclusively, for the 
time being at any rate. 
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AM. WOOLEN 
Seems to Have Better Prospects 

The company appears to have about 
survived the situation relative to its man- 
agement which caused a shut down at 
its mills. and contemplates an early re- 
sumption of operations, as an improve- 
ment in trade conditions is gradually 
being shown. 

















PRICES AND 
BUSINESS 
OUTLOOK 





PURE OIL 
Good Earnings and Prospects 

The Pure Oil Company has many di- 
versified interests in a widely scattered 
territory. It owns wells and controls 
companies producing natural gas and 
crude oil in the States of Ohio, Pennsyl- 
vania, West Virginia, Kentucky, Okla- . 
homa and Texas. It owns refineries in 
several of these States, and also owns or 
controls plants in several large cities 
that are engaged in the manufacture of 
artificial gas. The company is progress- 
ive, and is said to have a very bright 
future. The September quarterly divi- 
dend of 4% half cash and half stock is 
expected to be maintained for an in- 
definite period. 








NTIMATE KNOWLEDGE 

of the needs and habits 
of the people, acquired by 
years of experience and 
actual residence in the 
countries themselves, is es- 
sential when transacting 
business abroad. 


Discussed in the 


BACHE REVIEW 


The Review is issued weekly and 
Copies may be had upon request. 








23 Branches in South America 
One Branch in Mexico 
8 Offices in Europe 
Direct Connections With India 


J.S. Bache & Co. 


ESTABLISHED 1892 
Members New York Stock Exchange 


42 Broadway New York 





MAXWELL IST PFD. 
Should Be Held 
Pending the refinancing of the Maxwell 
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and Corr d 
throughout the United States. 





























The Greenshields 
Monthly Review 


A short summary of 
“ Camadian financial 
and industrial situa- 
tion. 

@ With which is in 
cluded our Investment 
Suggestiens, a summa- 
ry of the most attract- 
ive securities available 
for investments in 


Canada. 
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We shall be glad to send 
copies free on 
request. 


GREENSHIELDS & CO, 


Members Montrea] Stock Exchange 
Beskers im Camedian Bond Issuca, 


17 Se. Jehn Street, Montreal. 
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Company, the holders of this class of its 
stock have no option, aside from taking 
a considerable loss, but to hold the stock 
until the reorganization plans are an- 
nounced. The company has been a good 
carner, but badly financed. Eventually, 
the refinancing will be worked out on 
some basis that should give the company 
an opportunity to work out of its finan- 
cial embarrassment. 





A. G. W. I. PFD. 
A Desirable Investment 

We consider Atlantic Gulf & West 
Indies pfd. stock a good investment at 
the present level. The rate on the stock 
could not be changed without the consent 
of the common stockholders, which is not 
probable. The company may call in the 
issue, however, and in some way, give an 
advantage to the holders of this stock, in 
a new issue, or in the purchase of the 
common shares. The common is a good 
speculation. 





N. Y¥. WESTCHESTER & BOSTON 4%%s 
Not High Grade 

N. Y. Westchester & Boston 4%s, 1946, 
are a first mortgage on 74 miles of road 
and are guaranteed by the N. Y., N. H. & 
H. R. R. This guarantee is not regarded 
as gilt-edge. 

Since the road has been granted an in- 
crease in rates, the price of these bonds 
has advanced. We ‘would not advise 
their purchase but holders might do well 
to stay with them pending announcement 
of the road’s earnings under the new dis- 
pensation. 





LOW-PRICED OILS 
Discrimination Necessary 
We have no recent report as to the 
earnings of Cushing Petroleum, our last 
advices being to the effect that the com- 
pany claimed it was earning 244% on the 
stock, which is purely speculative. 


ANGLO-SOUTH AMERICAN 


“BANK, LIMITED 


New York Agency, 49 Broadway 
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Building construction is 
one of the most active 
and prosperous industries 
of this period. Demand 
for “Tapestry” and “Fisk- 
lock” brick manufactured 
by 


FISKE, & CO., Inc. 


one of the world’s largest 
producers of face brick, 
far exceeds their present 
capacity. 

You can share in their 
large earnings by invest- 
ment in their 8% Cumula- 
tive Preferred Stock. 


Price $100 per share with 20% 
bonus of Common Stock 


Ask for Circular MW. 
for full particulars. 


BARSTOW, HILL & CO. 
Investment Bankers 


68 Devonshire Street, Boston 


Third National Bank Building 
Springfield, Mass. 
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Remember An 


Economic Law 


“As commodity prices decline 


bond prices advance.” 


Recent reduction in prices of auto- 
mobiles, clothing and many other 
universally used articles indicate 
that commodity prices have com- 
menced a movement downward. 


The prices of railroad bonds are 
low and many sound issues may 
still be purchased at low prices. 


Our Letter W-170 suggests 
several bonds we believe to 
be sound. May we send 


you a copy. 


Herrick & Bennett 


Members New York Stock Exchange 
66 BROADWAY, NEW YORK 
Telephone Rector 9060 
BRANCH OFFICES 


51 East 42nd St. Peekskill 
New York City New York 
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Long Term Bonds 
of 


Hydro-Electric Companies 


are among the most attractive 
bargains in high-grade invest- 
ments at the present time. ° 
These companies are in an 
especially sound position be- 
cause of the stability of their 
business, which is free from 
labor troubles. 

We will be pleased to suggest 
several issues which should 
reach higher market prices 
with readjustment of money 
rates. 


Inquiry Invited 


BUODGETT 
HART & COIN : 


115 Broadway, New York 


14 S. La Salle St.68 Bagenshion St. 
ti 


icago oston 
974 Ellicott Sq. 246 Genesee St. 
uffalo Utica 


Direct Private Wires 




















Bond Offerings 


Government, Municipal, Etc. 
Swiss Government 6% Notes 
City of Cleveland 6s 
City of Canton, Ohio 6s............ 
City of Niagara Falls 5%s 
Cambria County, Penn. 5%s 
Middlesex County, N. J. 6s 

Industrials. 

Brooklyn Edison Co. 7s 
Chickasaw Refining Co. 8s 


Sept. 


(a) Exempt from all Swiss taxes for holders not residing in Switzerland. 


Federal Income taxes. 


(c) Exempt f Fed 
in the State. apace ten 





Maturity 


Offering Approx. Yield 
Price to Maturity 
$165 6 (a) 
101.90 5.70 (b) 

To yield: . (b) 

106.47-106.92 , (c) 

To yield: .15-. (c) 

101% 5.75 (c) 


Jan. 1930 95 
1921-1924 To yield: 


1923-1925 
Sept. 1928 
1921-1960 
1946-1950 
1921-1943 
Sept. 1926 


(b) Exempt fr 
eral Income taxes and from personal property ta 








Swiss Government 6% Notes.—This 
issue is a new -internal loan dated Sep- 
tember 5, 1920, and due in three and five 
years respectively, The notes are issued 
in denominations of 500, 1000, 5000 and 
10,000 francs which is equivalent at the 
present time to about $165 for Frs. 1000; 
but at par and at the normal rate of ex- 
change these notes would be worth about 
$193 in this country. Both the principal 
and interest are exempt of all Swiss 
a for holders not residing in Switzer- 
an 

These notes are offered for subscrip- 
tion in Switzerland at par and accrued 
interest in Swiss francs. The notes may 
be purchased in this country by paying 
the present rate of exchange. 

City of Cleveland 6s.—The funding 
6% bonds are in coupon form in $1000 
denomination and are exchangeable for 
fully registered ones. They are exempt 
from Federal Income Taxes and are le- 
gal for savings banks in various states. 

The City of Cleveland is one of the 
most important commercial and industrial 
centers of the country and it is ad- 
vantageously located for both commerce 
and manufacturing. It is the fifth city 
in size in the United States and its prop- 
erty assessed for taxation is valued at 
more than $1,300,000,000 with a net debt 
of less than 4%4% of this valuation. 

The bonds are offered at 101.90 and in- 
terest which will yield about 5.70%. 

City of Canton 6s—The City of 
Canton, Ohio, 6% School District Bond 
issue is a serial issue having $46,000 due 
each year from 1921 to 1960 inclusive. 
Coupon bonds of $1000 denomination. 

The school district which includes the 
entire City of Canton covers a very im- 
portant. territory, the actual valuation of 
which is upwards of $200,000,000 and the 
ratio of net debt to assessed valuation is 
only about 44%. The City has large and 
substantial manufacturing interests, and 
the surrounding sections consist of im- 
portant coal lands and excellent farming 
country. 

This issue is exempt from all Federal 
Income Taxes and is a direct obligation 
of the entire City of Canton School Dis- 
trict and the proceedings under which it 
was authorized provided for a tax levy 
sufficient to pay principal and interest. 

The bonds are offered at various prices 
depending on the maturities and give 
yields from 5.50 to 6 per cent. 

City of Niagara Falls 5!4s.—This 
serial issue of 5%4% Coupon School 
Bonds yields about 5.05%. The bonds 
are in the denomination of $1000 and have 
the privilege of registration both as to 
principal and interest. 

Niagara Falls, N. Y., has shown an in- 
crease in population of more than 66% 
in the past ten years and its assessed val- 


uation is over $94,000,000 on which ther 
Hy net bonded debt of less than $4,000,- 


This issue is legal for savings banks 
in New York and Massachusetts and is 
exempt from all Federal Income Taxes 
and also from all taxation in New York 
State except the inheritance tax. 

These bonds are offered at prices vary- 
ing from 106.47 to 106.92 depending on the 
maturity, and yield about 5.05 per cent. 

Cambria County, Pa., 5%4s.—These 
5%4% Road Bonds are due serially from 
1921 to 1943 and are issued by Cambria 
County which ranks as the seventh coun- 
ty in Pennsylvania in the value of its in- 
dustries, and is ‘also widely known for its 
large deposits of high-grade bituminous 
coal. Johnstown is the principal city and 
in addition to the industries and coal de- 
posits of the county, approximately 50% 
of the surrounding land area is devoted 
to agriculture. The assessed valuation of 
the county is over $150,000,000 while the 
net debt is less than 2% of this figure. 

The issue is exempt ‘from all Federal 
Income Taxes and is free of personal 
property tax in Pennsylvania. In addi- 
tion these bonds are legal investments for 
Trust Funds in, the State, 

These bonds are offered at prices to 
net 5.20% from 1921 to 1931 inclusive, 
and at prices to net 5.15% from 1932 to 
1943 inclusive. 

Middlesex County 6s.—This issue is 
legal for savings banks and trust funds in 
New York, New Jersey and Connecticut 
and is exempt from all Federal Income 
Taxes and from all State and Municipal 
Taxes except the inheritance tax. The 
bonds are of $1000 denomination and are 
in coupon form with privilege of registra- 
tion. The assessed valuation of the 
county is over $92,000,000 and the total 
bonded debt about 344% thereon. 

The bonds are issued at 101% and in- 
terest to yield about 5.75 per cent. 

Brooklyn Edison Company, Inc.— 
These General Mortgage Series “c” 7% 
Gold Bonds are issued in denominations 
of $500 and $1000 and application will be 
made to list this issue on the New York 
Stock Exchange. 

The Brooklyn Edison does all the elec- 
tric light and power business in the Bor- 
ough of Brooklyn (except the Twenty- 
ninth Ward), City of New York, serving 
a population estimated at over 1,600,000 
and the Company or its predecessors have 
been successfully engaged in supplying 
electric light and power since 1885 

The General Mortgage Bonds are the 
direct obligation of this company and are 
secured Ly a mortgage on all its real and 
personal property now owned or here- 
after acquired, subject to only $11,996,000 
underlying bonds. The General Mortgage 
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closes the mortgages securing these un- 
derlying bonds, no more of which may 
be issued. 

Junior to the General Mortgage Bonds, 
there are outstanding $1,645,600 Deben- 
ture Bonds and $17,364,400 Capital Stock 
on which dividends havé been paid at the 
rate of 8% per annum since 1904. The 
present quoted prices for these securities 
indicate a market equity of more than 
$15,000,000 over and above these General 
Mortgage Bonds. 

Additional bonds may be issued for re- 
funding purposes and for 80% of the cost 
yr reasonable value, whichever is less, of 
additional property or securities of sim- 
lar companies, but only upon authoriza- 
tion of the Public Service Commission, 

In no event may additional bonds be is- 
sued for property or securities unless net 
arnings, as defined in the mortgage, have 
een at least twice the annual interest 
harges upon all outstanding underlying 
nortgage bonds and all bonds issued un- 
ler this general mortgage, together with 
hose applied for. 

The earnings of the company have been 
very satisfactory and for the year ended 
lune 30, 1920 gross income was more than 
2.8 times the annual interest charges on 
all General Mortgage Bonds outstanding, 
including this issue and all underlying 
bonds. Gross income for the five years 
ended December 31, 1919, averaged more 
than 334 times the interest on the com- 
pany’s entire funded debt outstanding 
during that period. The ability of this 
ompany to show such satisfactory earn- 
ings over a period of constantly rising op- 
erating expenses is an indication of ef- 
ficient management. 

These bonds are offered: at 95 and in- 
terest to yield about 734 per cent. 

Chickasaw Refining Company.—This 
issue of Equipment Trust 8% Gold Bonds 
is in coupon form of $1000 denomination. 
Interest is payable without deduction for 
the normal Federal Income Tax up to 
4% which the Company may lawfully pay 
at the source. However the company 
covenants to refund the Pennsylvania 
Four Mill Tax. 

The Chickasaw Refining Company 
»wns and operates a 5,000 bbl. refinery at 
Ardmore, Oklahoma. The plant is one 
of the most modern in the State, being 
‘onstructed entirely of brick and steel. 
Operations were begun early in 1918 and 
the plant has never shut down since that 
time. The company owns its own stor- 
age tanks and gathering lines and has its 
own marketing organization, 

These funds are to be used to acquire 
100 All Steel Standard Tank Cars 8,000 
gallons capacity and 100 All Steel Stand- 
ard Tank Cars 10,000 gallons capacity and 
the total issue of $400,000 is to be retired 
serially $50,000 every six months. 


The bonds are offered, any maturity, at 
a price to yield 9%. 





HUGE EARNINGS OF BRITISH SHIPS 


Net earnings of British shipping this 
year will amount to approximately $2,- 
000,000,000, according to an estimate pre- 
pared by the British Board of Trade. 
Figures prepared by this branch of the 
British government show that not only 
will this sum alone offset the excess of 
United Kingdom imports over exports, 
but it will place a balance of $100,000,000 
on the right side of the ledger. Thus 
from its shipping earnings alone Great 
Britain will be able to transform itself 
from a debtor to a creditor nation. 
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aa 
$415 WILL BUY 
A SEASONED GOVERNMENT BOND 


Par Value (exchange normal) $973.30 


This bond combines in an unusual degree 


Security of Principal 
Liberal Income 
Assurance of Appreciation 


Broad Market 


The probability of increase in annual income is 
from 7.50% to over 9% 


Write for special letter MW-1 


Paine, Webber & Company 


ESTABLISHED 1880 
82 Devonshire Street 
BOSTON 


McKnight Building 
MINNEAPOLIS 


314 Main Street 
WORCESTER 


25 Broad Street The Rookery 
NEW YORK CHICAGO 


Penobscot Building 


1422 So. Penn Sq. 

PHILADELPHIA 
90 State Street Pioneer Building 

DETROIT ALBANY ST. PAUL 


94 Michigan Street Torrey Building 3rd National Bank Bldg 
MILWAUKEE DULUTH SPRINGFIELD, MASS. 
































WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members New York Stock Exchange 





111 BROADWAY 
NEW YORK 


TELEPHONE RECTOR 3380 


Brooklyn, N. Y. Baltimore, Md. 


Keyser Building 





























CAREFUL 
INVESTING 


At the present time the mar- 
ket is flooded with all kinds of 
“Get-Rich-Quick” schemes, 
many of which are destined to 
cost many small investors 
their hard-earned money. 


You cannot afford to buy 
blindly. Neither can you af- 
ford to invest until you have 
thoroughly investigated the 
investment as to security, sta- 
bility and regularity of inter- 
est. 


Guaranteed First Mortgages 
and Certificates stand any jn- 
vestigation. They fullfill all 
the requirements of a good in- 
vestment. Look into them 
thoroughly and then invest in 
them. Safety of principal and 
regular payment of interest 
at 5%% net, unconditionally 
guaranteed. 


Send for Circular M-13 


LAWYERS MORTGAGE C8. 


RICHARD M. HURD, PRESIDENT 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y. 
184 Montague St., Brooklyn 























ARM investments 
WHAT ABOUT 
THE FUTURE? 


Supposing, Mr. Average Man, 
you were to become suddenly 
incapacitated. What would be- 
come of you and your dear 
ones? You are sailing danger- 
ously close’*to the wind if you 
have made no provision for 
such a contingency. Start to- 
day by -setting aside a certain 
amount weekly or monthly for 
a financial reserve. 

Write today for our booklet 

showing how easy it is to save 

by means of our partial payment 

plan. 





35 _yeors Without Less JoA Customer 


eorge M. Forman 
é Comp 


ee | MORTGAGE B KERS 
ESTABLISHED 1685) 


11So0. La Salle a. . Chicago, Ill. 


eee wersc OU F oO ~~ eeapeeuieenees 


Gentlemen: Without obligating me in any 
ways please send copies of your two 
booklets. 














BOND BUYERS’ GUIDE} 





HIS table includes many of the active 
bonds listed on the New York Stock Ex- 
change. They are classified but not nec- 

essarily recommended. An endeavor has been 
made to arrange them in the order of desira- 
bility as investments, based upon security of 
principal and income return. The arrange- 
ment below attempts to balance these two 
factors. This table appears in every other issue 
of this Magazine. 


Foreign Government Bonds 


Belgian, 714s, 1945., 8 

ap. 4s, 1931 (par $974)........ 58% 10.40 
ap. Ist 4%s. 1925 (par $974).... 74 11.20 
ap. 2nd 4%s, 1925 (par $974). 73 11.80 
U. K., Gt. B. & T. a , Her. 1922 = 8.25 











Paris 6s, Oct. 15, 1921..... 11.40 
U Gt. B. & I. Sin 1929. ° 8794 7.40 
French Cities 6s, 1934 ........... 84 7.90 
Gt. B. & 1. sus 1937.... 82% 7.30 
Dom, Canada 5s, April, 1921...... 98% 8.10 
U. K., Gt. B. & I, 5%s, Nov. 1921. 98 7.60 
Dom, Canada 5s, April, 1926...... 89% 7.25 
Dom. Canada 5s, April, 1931 .... 88% 6.50 
Dom. Canada 5%s, Aug. 1929...... 91 6.90 
Dom. Canada 5%s, Aug. 1921.... 98% 7.30 
Anglo-French 5s, Oct. 1920...... 100 5.00 
Industrial Bonds 
Va-Car Chem, Ist 5s. 1923. 8.00 
Wilson & Co. conv. 6s, 1928 ae 9.25 
Chile Copper 6s, _— baneees~ 9.80 
Western Electric Ist 5s, 1922.... 93 8.90 
Amer. Cotton Oil Deb. 5s, 1931.. 7.90 
Colorado Ind, 5s, 1934 .......... 8.40 
Int. Mer. Marine 6s, 1941........ 81% 7.80 
Braden Copper 6s, 1931 ........ 89% 7.40 
Chile Copper 7s, 1923 ........-- 99 7.40 
Midvale Steel 5s, 1936........0:. 78% 7.30 
Central Leather 5s, 1925 ........ 89% 7.60 
Beth. Steel Ext. 5s, 1926.......... 85% 8.00 
Wilson & Co. 6s, 1941 ........... 84% 7.50 
Beth. Steel Ref. Ss, 1942........ 79% 6.80 
a Beene 56, SOF . ccccecsece 79% ~ 6.60 
oe “FR YS . Sere 78 6.95 
Amer, Smelt & Ref. 5s, 1947.... 76% 6.90 
Armour R, E. 4%s, 1939 ........ 78 6.50 
Rep. I. & Steel 5s, 1940........ 86 6.25 
Lackawanna Steel 5s, 1950 ...... 80% 6.50 
i OD \ebenesee<eun 91% 5.50 
Gen, Elec. Deb. 5s, 1952........ 86 6.00 
Gen. Elec. Deb. 6s, 1940 ........ 99 6.10 
Public Utility Bonds 
Amer, Tel. & Tel. 4s, 1929...... 75% 7.90 
Nor. States Power 5s, 1941...... 74% 7.40 
Manhattan Consol, 4s, 1990 ...... 52 7.75 
Detroit Edison Ist Ref. Ss, 1940.. 77 7.20 
Amer. Tel. & Tel. 6s, 1925........ 95% 7.10 
Consol. Gas, N. Y. 7s, 1925...... 99 7.25 
Pac, Gas & Elec. g & r 5s, 1942.. 74% 7.40 
N. Y. Telephone 6s, 1949........ 87% 7.00 
Detroit Edison Ist coll. 5s, 1933.. 85 6.75 
Amer. Tel. & Tel. 5s, 1946...... 79% 6.70 
N. Y. Telephone 4%s, 1939....... 78% 6.50 
Southern Bell Tel. & T. 5s, 1941.. 80% 6.75 
Western Union Tel. 4%s, 1950... 74 6.50 
Hudson & M. rf. 5s, 1957 (Ser. A) 59 8.90 
Columbia G. & E. Ist 5s, 1927.... 81 8.70 
a, SO. tee ce Oty SEE sscccens 61 8.50 
a, ee Ve |, Bc cceccce 47 11.10 
Railroad Bonds wega for Saving Banks 
N. Y. State 

First Grave: 
ee Pe PD swoseseece 744% 5.70 
Lou, & Nash. Unified 4s, 1940.... 80 5.70 
Atl. Coast Line 4s, 1952 ........ 75 5.70 
Bur & Quincy IIl. 34s, 1949. 6954 5.65 
Union Pac. Ist 4s, 1947.......... 5.40 
Atch. T. & Santa Fe Gen. 4s, 1995 75% 5.35 
Chi. & N. W. Gen. 5s, 1987...... 5.35 
Union Pacific Ref. 4s, 2008...... 76% 5.25 
Nor. & West. Cons. 4s, 1996...... 74% 5.40 
N. Y. Cent. Ist 3%s. 1997...... 66% 5.30 
Lake Shore Ist 3%s, 1997........ 68 5.20 
a Gee, Bee. Ge. Bi ceccccoes 75% 5.60 
is. 2 a eh ee snces 79 5.90 
C. B. & Quincy Gen, 4s, 1958... 77% 5.40 
Del, & Hudson Ref. 4s, 1943.... 78 5.75 

Seconp GRADE 
N. Y. Cent. Ref. Are, a 75% 6.05 
Nor. Pac. P. L. 4s, — puveseneee 75% 5.30 
Gt. Northern 4%s, 1961........... 80 5.40 
Pennsylvania Cons, oeea. 1960.... 90 5.10 
i “y Se, Ge « cnascctasticte 54% 85.50 
©. & St. Paul Gen. 4s, 1989.... 67 5.90 
Pema. Gee, Sa BGR. 20c0dcencace 86% 5.90 
Nor. Pac. Ref. 4%s, 2047......... 77% $80 
Cc. M. & St. P. Conv. 5s, 2014..... 70 7.20 
Cc. M. & St. P. Conv. 4%s, 1932.... 71 8.40 
%s, 1925 1 8.00 
©. A “n 7.30 
Bale & Sho Ist 4s, 1948.......... 68 6.50 


Not Legal for N. Y. Savings Banks 


Pere Marquette 5s, 1956........... 
Ches. & Ohio Conv. 4%s, 1930- 
Colo. & South. Ref. ae) = 
Rio Grande West. Coll. 1949... 
Ches. & Ohio Conv. §s, 1946. samen 
N. Y. Cent. Conv. 6s, 1935. 

Cc. R. I. & Pac. Ref. 4s, 1934. és 
Cent. of Ga, 6s, 1929........... 


SSESESS 





Kan. City South. Ref. 5s, 1950 y 
South. Ry. Gen. 4s, 1956........-. 59% 


Apx. Id. 
First Grape: Price 4 
Union Pac. Conv. 4s, 1927......... 81 7.60 
Peoria & Eastern Cons. 4s, 1940... 61% 7.80 
Colo. & South, Ist 4s, 1929........ 78% 7.30 
Atch. T. & Santa *Fe Adj. 4s, 1995. 70% 5.70 
South Pac. Col. 4s, 1949........... 68% 6.40 
Atl. Coast Line L. & N. 4s, 1952.. 68 6.40 
Ches. & Ohio Gen. 4%s, 1992...... . 74% 6.10 
Cen. Pac. Ref. 4s, 1949........... 69 6.30 
Ore. Short Line Ref. > ae 79 7.20 
Lake Shore Deb. 4s, = beeaneaee 81% 6.40 
Ore.-Wash. R. R. & _ 1961.... 70% 5.90 
Western Pac. Ist 5s, ioa6 RS ae 81% 6.50 
Ill. Cent. C. St. L. & N. O. Ss, 1963 80% 6.50 
So. Pac. Conv. 4s, 1929........... 76% 7.70 
Se. Pac. Comv. Sa, 1934. cccccccces 99% 5.00 
N. Y. Cent. L. S. sus, ee 61 5.80 
Kan. City Term. 4s, 1960........ 71 5.80 
south, my. Case, Ge, 8606. .cceccte 84 5.90 
New Orleans Term. 4s, 1953....... 61 7.20 
Til. Central St4a, 1934. ....crccccee 91 6.50 
St. Louis S. W. Ist 4s, 1989....... 65 6.20 
Reading Gen. 4s, 1997........+.++ 80% 5.00 
San Ant. Ar. Pass. Ist 4s, 1943.... 61 7.60 
Seconp Grape: 

St. Louis S. W. Cone. 4s, 1932. 64 8. 
Wreath Bet Sa, BSB. ccc ccccccccss 87 6.2 
Kan. City South, 3s, 1950......... 54 6.40 
St. Louis S. F. P. L. ye ae 59% 7.40 
Rio Grande West Ist 4s, 1939..... 66% 7.25 
Den. & Rio Grande Cons. 4%s, 1936 68 8.10 
Cc. C. C. & St. L. Deb. 4%s, 1931... 77 7.60 
N. Y. C. & St. L. Ist 4s, 1937...... 73 6.70 
Cc. R. I. & Pac. Cen. 4s, 1988. 72 5.70 
Virginian Ist 5s, 1962............. 79 6.50 
2 6.30 

8.14 

7. 

8 

6. 

6 

Sf 

8 

7 
7.30 
Balt. & Ohio 6s, 1929........++0- 89% 7.0 
St. Louis S. F. Adj. 6s, 1955...... 66 9.30 





THE NEW CHAMPIONS OF 
LONG DISTANCE COMMUNI- 
CATIONS 
(Continued from page 757) 











Telephone & Telegraph and General 
Electric companies are seizing time by 
the forelock. 

Outside of equipping ships with wire- 
less apparatus, the Radio Corporation 
and its predecessor have not made any 
general advertising effort to acquaint 
the public with their service, but it is 
understood that offices are to be opened 
throughout this country and a business- 
getting campaign started. The organ- 
ization and certain stations of the 
American Telephone & Telegraph Com- 
pany, where practical, undoubtedly will 
be utilized for relay purposes on some 
mutually satisfactory basis. 

Values Behind the Shares 

In the meantime, Radio Corpora 
tion’s 7% preferred stock, on which no 
dividends are being paid, is selling on 
the New York Curb at around $3.50 a 
share and the common around $2.75, 
par value of each being $5. Both 
classes of stock are speculative at pres- 
ent, but with the co-operation of the 
General Electric and American Tele- 
phone & Telegraph companies, Radio’s 
earning power should be rapidly de- 
veloped, thereby causing the preferred 
to ripen into a semi-investment issue 
within the next three or five years 
Should it sell at par, the market appre- 
ciation would amount to more than 
40%, without allowing for any divi- 
dends that may be paid. With consid- 
erable capital required to install new 
stations, however, preferred stockhold- 
ers are not likely to receive any divi- 

(Continued on page 802) 
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MARKET STATISTICS 





Buy 


French Government 


Bonds 


Due to low rate of Ex- 
change selling to-day at 
their normal value, 1,000 
Francs normally worth 
$193 are to-day only $65. 

















N. Y. Times 
N. Y. Times. Dow, Jones Avgs. 750 Stocks~ 
40 Bonds. 20Indus. 20 Rails. High. Low. Sales. 
Monday, Sept. 13...... 69.01 86.96 77.40 81.06 80.10 346,600 
Tuesday, Sept. 14...... 69.04 87.64 78.35 81.56 80.45 466,900 
Wednesday, Sept. 15.... 69.20 87.82 78.31 81.76 80.85 569,000 
Thursday, Sept. 16*.... 69.24 88.63 79.01 82.24 81.39 367,300 
Friday, Sept. 17........ 69.32 89.95 79.61 83.62 82.00 970,000 
Saturday, Sept. 18..... 69.41 89.81 80.25 83.59 82,90 424,600 
Monday, Sept. 20...... 69.53 88.88 80.19 84.36 82.91 1,030,200 
Tuesday, Sept. 21..... 69.58 87.96 80.11 83.76 82.41 744,100 
Wednesday, Sept. 22... 70.10 87.45 80.15 83.05 81.93 723,200 
Thursday, Sept. 23.... 70.13 86.47 80.14 82.88 81.29 934,700 
Friday, Sept. 24....... 70.35 85.90 79.97 82.34 81.29 603,500 
Saturday, Sept. 25..... 70.48 86.35 80.30 82.35 81.54 284,600 
*Exchange closed at 12 o'clock. 
— 
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To Sept 23 


for OCTOBER 2, 1920 


Possible Profit 200% 


FRENCH VICTORY 
5s 
Price $62 for 1000 Francs 


Detailed circular WF-.25 


Farson, Son & Co. 


Members New York Stock Exchange 
115 Broadway, New York 
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Von Pelenz & Co., Inc. 
60 Broadway 


New York 


Berlin 
Denver 
Milwaukee 
Cincinnati 
Pittsburgh 
Philadelphia 
Chicago 
Boston 


GERMAN, AUSTRIAN 
Czecheslovak, Hungarian 
Securities and Exchange 








Official Coupon Redeeming Sta- 
tion for the City of Berlin, 








































Argentine Government 
4% Bonds 


Payable in £ Sterling 


At present price of $420. and Int. 
per £200 Bond (normally $973) 


Yield About 10% 


Redeemable by large annual Sinking Fund 
payments at a price up to par. With the re- 
turn of British exchange to normal and the 
redemption of these bonds at par, holders 
should realize a profit of $553 per £200 bond, 
or 130% on the investment. 


Correspondence Invited 


F. J. LISMAN & CO. 


Investment Securities 


Members New York Stock Exchange 


61 Broadway, New York 












































Developments—Possibilities 
of the 


National Oil Compan 


(of New Jersey) 


fully described in a circular 
which we will send at your request 


William W. Cohen & Co. 


Members N. Y. Stock Exchange 
N. Y. Cotton Exchange Chicago Board of Trade 


67 Exchange Place New York City 


A RAILROAD CORPSE 
WOUND IN A SHROUD 
OF EULOGIES 
(Continued from page 753) 











ment securing the notes may be substi- 


, tuted in lieu thereof.” 


With this letter before it, “The Finan- 
cial Underworld” was able to reach the 
following conclusion: 

“If effected on the basis of the com- 
bined capitalization of the two roads 
[Denver and Western Pacific] their 
bonds appear to be in a secure position, 
dividends on their preferred stocks could 
be earned, and perhaps in time the earn- 
ing power of the common stocks will be 
substantially improved.” 

One of these common stocks is the 
Denver common that Missouri Pacii 
was ashamed to sell. 

Continuing, - the paragraph reads: 
“These last matters are largely in the na- 
ture of conjectures, however. The chief 
point is that if Denver can arrange to 
settle the judgment outstanding against 
it by a reasonable and favorable compro- 
mise, the outlook for its securities is fa- 
vorable, considering the prices at whic! 
they are currently selling. Indications 
point to such a settlement.” 

The foregoing refers to a $150,000,000 
property carrying $'25,000,000 bonded 
debt and burdened with a $35,000,000 
judgment. 

In truth, there is grave doubt whether 
the judgment has one dollar of immediate 
cash value, and it may be questioned 
whether Western Pacific would have bee: 
justified in taking the property subject t 
the bonds without having first obtained a 
reduction in the interest rate from 7% t 
4% on $10,000,000 of the debt. 

Returning to the original question—th« 
age of the corpse—investigation may be 
aided by scenting the fragrance of som« 
of the shrouds. 


Journalistic Enterprise 
In closing, I wish to give full credit t 
“The Financial Underworld” for sum 
moning its evil genius on the morn of 
railroad resurrection to pick the only 
corpse buried face downward—Den. & 
Colo., vol. 26, p. 607. 








THE NEW CHAMPIONS OF 
LONG DISTANCE COMMU- 
NICATIONS 
(Continued from page 800) 





























dends until after) the year 1923 at least. 

The common stock is essentially 
speculative and represents anticipated 
earning power of the new. company, 
but the fact that General Electric owns 
2,000,000 shares lends certain attract- 
iveness to it as a “long pull” purchase. 
The Radio Corporation has not yet had 
an unlimited opportunity to develop its 
earning power, but there seems to be 
every likelihood of large profits being 
earned as additional wireless facilities 
are established to handle the large, 
permanent, commercial traffic which 
assuredly is awaiting it, as little or no 
unfriendly competition is apt to be en- 
countered—Mar. Tele. Co.—vol. 24, 
p. 1069. 
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Financial News 


Digest, ay pan nant of the latest 
are not to be 
nor the authorities for the 
only from sources which we 


news 
considered official unless so stated. Neither 
various items guarantee them, but they are 


have every to believe 
Investment commitments should not be -y4 y- * further 
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RAILROADS 














Canadian Northern. —Annual report 
of this road, which is now controlled 
by the Dominion Government, shows 
net operating loss for 1919 of $5,700,- 
648, compared with net operating rev- 
enue of $3,400,438 in 1918. Deficit after 
charges was $25,670,358 in 1919 and 
$14,497,810 in 1918. 

Chicago, Burlington & Quincy.— 
Loadings of this company in the first 
half of September decreased 11%, al- 
though they had increased 15% in the 
first eight months of the year. It is 
not unlikely that the change bears some 
relationship to the increased freight 
rates. 

Chicago, Rock Island & Pacific.— 
Permission to issue new mortgage 
bonds on property covered by the 
existing refunding 4s of 1934 is sought 
1y this company in proceedings begun 
in the Federal District Court at Chi- 
cago, in which the Central Union Trust 
Company of New York is named as 
defendant. Inability to finance under 
existing mortgages is given as the rea- 
son for the action. Apart from the 
results of the suit, holders of refunding 
4s should give their consent to a new 
mortgage, as it would strengthen their 
own bonds, of which nearly $40,000,000 
ire now pledged to secure short-term 
loans. In return for their consent, 
holders could require the cancellation 
of all unissued and pledged bonds. 

Cincinnati Northern.—Annual report 
of this road, which is controlled by 
New York Central, shows net income 
of $240,648, equal to $8.02 a _ share 
earned on the $3,000,000 stock, com- 
pared with $236,819 or $7.89 a share in 
1918. Federal operating account shows 
net income of $599,839 in 1919 and 
$280,778 in 1918, compared with com- 
pensation of $317,628. 

Cuba Railroad—Annual report for 
year ended June 30, 1919, shows net in- 
come after preferred dividends of $1,- 
840,167, or $11.64 a share on the $15,- 
800,000 common stock, compared with 
$10.11 a share in the preceding year. 

Delaware, Lackawanna & Western.— 
Permission to capitalize the company’s 
surplus is sought from the Interstate 
Commerce Commission. The amount 
of stock now outstanding is $42,277,- 
000, while the surplus amounts to about 
$90,000,000, so that a full stock dis- 
tribution would reach more than 200% 
It is also proposed to segregate the 
coal properties, which have been writ- 
ten out of the balance sheet and do 
not stand as’a nominal asset in the 
accounts. On the basis of capitalized 
earnings, the coal mines should be 
worth from $75,000,000 to $100,000,000, 
or about $100 a share ($50 par) on the 
present stock. The chief reason for the 
application is to give the stock a higher 
market value, as the price of the shares 
will go far toward determining the ap- 
praisal of the property for purposes of 
future consolidations under the Trans- 
portation Act. 

Georgia Southern & Florida.—Annual 
report of this company, which is con- 
trolled by Southern Railway, shows 
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net income of $171,084, equal after pre- 
ferred dividends to $4.13 a share on 
the $2,000,000 common stock, compared 
with $172,559, or $4.20 a share, in 1918. 

Mobile & Ohio.—Annual report of 
this company, which is controlled by 
Southern Railway, shows net income 
of $1,013,007, equal to $16.83 a share 
on the $6,016,800 stock, compared with 
$988,458, or $16.42 a share, in 1918. 
Federal operating account shows a net 
deficit of $1,051,543, compared with $2,- 
597,478 compensation. 

New York Central.—The $25,000,000 
ten-year 7% collateral trust bonds, ac- 
cording to a statement of the Com- 
merce Commission, netted the com- 
pany 96.5259, or a 7.50% basis. The 
cost to the company of placing the loan 
was $868,525, and the portion remaining 
as profit of the $750,000 received by the 
syndicate members was equal to about 
1.1%. 

New York, New Haven & Hartford. 
—Meeting of stockholders has been 
called for October 11 to consider pro- 
posed bond issue, equipment trust notes 
and extension from five to 15 years of 
loan from Government. Many of the 
company’s debentures will have to be 
equally secured under any mortgage 
placed on the property. 

South Louis Southwestern.—Annual 
report for 1919 shows net income of 
$1,345,909, equal after 5% on the pre- 
ferred stock, to $2.14 a share on the 
$16,356,100 common, compared with 
$860,652, or $4.32 a share, on the $19,- 
893,600 preferred in 1918. Exclusion 
of lap-over items would leave $1.66 for 
the common in 1919 and $2.63 in 1918. 
Federal operating account shows net 
income of $1,635,412 in 1919 and $3,- 
940,385 in 1918, compared with $3,910,- 
914 compensation. It is disclosed in 
the report that the Railroad Adminis- 
tration has a claim for over-mainte- 
nance, which the company not only will 
resist but will file a claim for under- 
maintenance. The company has also 
filed a claim for $924,034 on account of 
over-charges on additions and better- 
ments. 

Texas & Pacific.—Annual report 
shows net income for 1919 of $1,890,880, 
equal after allowing for 5% interest un- 


paid on the second mortgage income’ 


bonds, to $1.69 a share on the $38.763,- 
810 stock, compared with $1,681,570, or 
$1.15 a share, in 1918. Exclusion of 
lap-over items would result in $2.27 a 
share in 1919 and $2.66 in 1918. Fed- 
eral operating account shows net in- 
come of $3,849,244 in 1919 and $4,295,- 
327 in 1918, compared with $4,107,432 
compensation. 

Toledo & Ohio Central.—Annual re- 
port of this road, which is controlled 
by New York Central, shows net in- 
come of $261,826, equal after allowing 
for 5% on the preferred stock, to $1.29 
a share on the $5,846,300 common 
stock, compared with $354,492, or $2.89 
a share, in 1918. Federal operating ac- 
count shows deficit of $30,297 in 1919 
and income of $1,101,238 in 1918, com- 
pared with compensation of $1,086,650. 

















Favorable Outlook 
for Railroad and 
Hydro-Electric Bonds 


The outlook for bonds of the above 
types appears particularly bright. 
The railroads, through the recent 
advance in freight and passenger 
rates, should ultimately increase 
their net revenues materially. Hydro- 
electric companies, because of their 
independence from coal, and their low 
operating costs, should become more 
and more essential to industries de- 
pendent upon cheap power, and their 
bonds should show a corresponding 
increase in intrinsic value. In our 
circular, “Conservative Investments,” 
we mention a number of attractive 
railroad and hydro-electric bonds to 
yield from about @% to 714%. 


Write for circular No. 740 


Spencer Trask & Co. 


Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 





























Attractive 
Listed 
Railroad 
Bonds 


The combination of improved 
railway credit and lower in- 
terest rates is certain to result 
in a substantial recovery of 
railroad bond prices. 


In our current circular we de- 
scribe a _ carefully selected 
group of issues which combine 
sound security with an ex- 
ceptionally high yield. 


Ask for MW-10 


NEWBURGER 
HENDERSON 
& LOEB 


Members N.Y. & Phila. Steck Exchanges 
100 Broadway, New York 
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The Advantage 


of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 
what an opportunity 
Odd Lots offer. 


You envy the man who 
has capital or credit 
and can buy sound 
securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 


Write for Booklet M. W. 


(ison « (HAPMAN 


Members New York Stock Exchange 


71 Broadway, New York City 




















for Pulp 


Canada answered the cries for 
pulp and paper from Japan, 
Australia, New Zealand and 
South America to the extent of 
over $3,000,000 in 1919. 


British Columbia, on Canada’s 
Pacific Coast, is favored for this 
trade by rich timber limits, cheap 
water power and nearness to 
the markets. 


This accounts for the rise of 
the Western Canada Pulp and 
Paper Company, Limited, with a 
capacity of 40 tons of sulphate 
and kraft pulp per day. 


The 7% First Mortgage Serial 
Gold Bonds of this Company 
carry a substantial Common 
Stock bonus, affording a per- 
manent interest and share in 
profits. 


Principal and interest payable in 
New York funds. 


Price—100 and interest, with a 
substantial Common Stock bonus. 
Prevailing rate of exchange re- 
duces net price to about. 88, in- 
creasing yield to about 74%. 


Cries from Abroad 


Write us today for full particulars. 


Members Toronto Stock Exchange 


TORONTO, CANADA 
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Adams Express.—The report for the 
year ended July 31, 1920, stated that 
the important changes in the affairs 
of the company were (1) the sale of 
the Adams building, 61 Broadway; (2) 
the recovery by purchase of the shares 
of the American Railway Express Co., 
delivered to the Director General in 
settlement of express privileges; and (3) 
the purchase of more of the company’s 
bond issues. 

Allied Chemical.—Directors of 5 com- 
panies, the General Chemical Co., Bar- 
rett Co., Solvay Process Co., Semet- 
Solvay Co. and National Aniline, ap- 
proved the plan to form a new corpora- 
tion, the Allied Chemical & Dye Corp., 
which will own the stock of the fore- 
going concerns. 

The new company will have an author- 
ized capital stock of $65,000,000 7% 
cumulative preferred stock ($100 par) 
and 3,000,000 shares common stock (no 
par). Based on the deposit of all out- 
standing stock of the consolidated com- 
panies and eliminating inter-company 
holdings, it is estimated that there will 
be outstanding $39,374,300 pfd. and 
2,119,677 shares com. stock. The $39,- 
493,000 undisturbed bonded debt of the 
consolidated companies will become an 
obligation of the corporation. 

The Stockholders’ Committee gave 
out the following regarding dividends: 
“If current earnings are maintained, 
as we believe they will be, and if. sub- 
stantially half of such earnings over 
pref. dividend requirements should be 
distributed in quarterly cash dividends 
on the common stock of the new com- 
pany, as the committee favor, holders 
of common stock may expect regular 
quarterly cash dividends at $6 per share 
per annum. 

Amalgamated Leather.— Passing of 
the common dividend due Oct. 1 is an- 
nounced. The company has been pay- 
ing $1 quarterly on the common and 
it was stated the action of directors 
was due to the conditions in the leather 
industry at present. 

American Beet Sugar.—Sugar con- 
tent of 1% over 1919 is reported by the 
company from the Oxnard 
where operations started Aug. 3. To 
Aug. 15 this factory had sliced over 
2,100 tons of beets daily against 1,900 
tons last year. 

American Brake Shoe.—A $1 quar- 
terly dividend has been declared on the 
common stock, putting the stock on a 
$4 annual basis. This is the first quar- 
terly dividend on the new common 
stock. 

American Cyanamid.—The annual 
report for the year ended June 30, 1920, 
stated that the plant at Niagara Falls 
was operated at full capacity the entire 
year and that demand for the com- 
pany’s products had exceeded the sup- 
ply, also that the larger part of the 
current year’s output had been con- 
tracted for. Contracts on hand June 
30, 1920, for delivery during the year, 
had a sales value of $7,000,000. 

American International.—Acquisition 
of a large new interest in and repre- 
sentation on the board of the Interna- 
tional Products Co., the principal South 
American offshoot of Armour & Co., 
is reported. At least one of the com- 
pany’s vice-presidents is reported 
elected to the directorate of Interna- 
tional Products. 

Application is expected to be made 
to list ‘International Product’s shares 








factory,. 


on the N. Y. Stock Exchange. They 
are now traded in on the Curb and on 
the Boston Stock Exchange. 

American Ship & Commerce.—Over 
90% of Shawmut S. S. Co. holders have 
accepted the proposal for exchange 
into securities of American Ship & 
Commerce. Of the 132,000 shares of 
Shawmut stock outstanding 120,000 
shares approved, about 65% taking the 
Ship & Commerce 10% notes and 35% 
electing to take the stock. 

American Smelting.—Mexican prop- 
erties of the company are practically 
working at capacity. The output is 
only limited by the labor supply. 

Earnings are steadily increasing, due 
to better transportation facilities. Rev- 
enues from this source will figure sub- 
stantially in this year’s income account 
for the first time since the Diaz regime. 
The company is making some money 
from copper, but most of its earnings 
are coming from lead and silver. 

American Steel Foundries. — The 
Sharon works will not start operations 
until after January 1, 1921, the com- 
pany announces. The plant has been 
idle over 18 months. 

American Sugar Refining —None of 
the plants of the company are running 
at full capacity, and the Jersey City 
plant and the Franklin plant at Phila- 
delphia are both closed down. Other 
plants of tlhe American in Brooklyn, 
Boston, Philadelphia and New Orleans 
are operating at only part capacity. 

American Woolen.—A reduction of 
15% to 25% featured the company’s 
opening 1921 Spring exhibit, more than 
was expected in view of the absence 
of any cut in wages. The company now 
has 40,000 workers and owns 57 mills. 
There are now 15,000 preferred and 
3,000 common stockholders, each com- 
mon share having an equity value of 
$200. Over $40,000,000 of orders (2 
mos. business) was cancelled about the 
time of the Government’s indictment 
attack on May 26 last. 

The company’s four mills at Law- 
rence, Mass., reopened Sept. 13. It is 
expected the mills will not be working 
on full schedule for at least a month. 

Baldwin Locomotive—A _ director 
states orders on the books of the com- 
pany are sufficient to keep its plants 
in operation at capacity for about six 
months, and that $45,000,000 is involved 
in these contracts. 

Bethlehem Steel.—A contract has 
just been received from the Navy for 
six 16-inch guns, to cost $257,500. The 
total number of guns now placed by the 
Navy with the company is 30. Based 
on prices of the latest order, Beth- 
lehem’s total contracts for 16-inch guns 
involve $7,725,000. 

Notice of the intention to cancel con- 
tracts with the company’s subsidiary, 
Bethlehem Shipbuilding Corp., for the 
construction of the last three 635-foot 
combination passenger and cargo lines 
has been filed by the U. S. Shipping 
Board. 

Case Plow Works.—Net sales of $11,- 
006,882 for the year ended June 30, 1920, 
are reported by the company. Net 
profit after Federal taxes amounted to 
$673,365, and surplus for the year was 
$305,865. 

Pres. Wallis reports orders larger 
than a year ago and with easing of the 
financial situation, he expects a con- 
tinued satisfactory demand. 

Central Leather. — The quarterly 
1%4% on the common stock, paid by the 
company since Feb., 1917, was passed 
by directors, with the following state- 
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ment: Directors, in view of the con- 
tinued depression in the leather, and 
shoe industries, and the need of con- 
serving cash resources of the company, 
deem it inadvisable to declare the 
usual common quarterly dividend. 

\rthur T. Lynch, was elected a di- 
rector to succeed the late Frank H. 
Platt,.and Theodore R. Hoyt was 
a to the board to succeed the late 

S. Hoyt, formerly president of the 
co mpany. 

Coca Cola—A new site in Chicago 
has been purchased by the company, 
who will erect manufacturing buildings 
to cost $1,000. 

Columbia Graphophone —WNet income 
of $2,809,375 for the 6 mos. ended June 
30, 1920, is reported by the company 
after charges and Federal taxes, equal 
after preferred dividends, to $2.13 a 
share on the 1,150,151 outstanding no 
par shares. 

Corn Products——The Edgewater, N. 
J., plant of the company, used largely 

caring for the export business in 
glucose and starch, was closed down 
recently for about a week, but work 
has again been resumed at this plant. 

rhe shutdown was caused by an easing 
up in the export trade. 

All the plants of the company are 
perating at about 70% capacity, 

gainst 100% some time ago, due to a 
falling off in the demand for the com- 
pany’s products. The decrease in ex- 
port demand has been particularly 
marked, and as a result earnings for the 
quarter ended Sept. 30 will be corre- 
spondingly smaller. 

The company is now grinding about 
100,000 bu. of corn daily. 

Cuba Cane Sugar.—Product sold 
higher. The corporation had sold prac- 
tically all of its sugar, before the raw 
sugar market broke from 15% to 11 
cents. Its inventeries of raw now are 
not much over 15,000 bags. Most of its 
inventories of sugar now are in the 
form of refined, but these are not dis- 
proportionately heavy. 

‘his year’s operating profits are well 
up to $25,000,000, compared with $11,- 
070,000 for the year ending Sept. 30, 
1919. Earnings of about $20 per share 
are expected on the common this year, 
against $7.77 a year ago. On Sept. 1 
the company had $18,000,000 cash on 
hand and other liquid assets of over 
$23,000, 

Famous Players.—A $2,500,000 mo- 
tion picture studio and laboratory 
building is being opened in L. I. City 
by the corporation. 

General Motors’ New Car.—Present 
status. The corporation is bringing 
out a new car which will sell around 
$1,800, and will be made at the Muncie, 
Ind., plant. 

Operating conditions of the com- 
pany are satisfactory, the management 
recently having determined on reduc- 
ing inventories considerably. It is 
understood on Aug. 1 the inventories 
of the corporation stood at $207,000,000 
and there has since been considerable 
reduction from this figure. 

Some of the operating divisions of 
the corporation are operating at full 
capacity, the Cadillac and Buick turning 
out all the cars their facilities will per- 
mit, but the Chevrolet has cut pro- 
duction 50%. There has been some 
falling off in demand for trucks also. 

Goodrich.—Force reduced 14%. The 
company has laid off about 4,000 of the 
29,000 operatives employed earlier in 
the year, and is running three 8-hour 
shifts 5 days a week. Although total 
production has been curtailed the pres- 
ent force is working under a new sys- 
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tem of “pooled” operations which has 
increased output per man and is more 
satisfactory to employes and the com- 
pany. 

Gulf States Steel—Net earnings of 
$92,483 for August, after taxes, depre- 
ciation, etc., were reported, compared 
with $98,040 for July. Total net earn- 
ings for 8 months to Aug. 31, 1920, were 
$811,643 

Hendee.—The last of its $850,000 
floating debt was paid off by the com- 
pany on Sept. 1. The new fiscal year 
has started with substantial orders on 
the books at an advance of $50 a ma- 
chine. Earnings for the year just 
closed were about $8 a share on the 
common stock. 

Hupp Motors.—The best showing in 
its history was made by the company 
in the year just closed, 20,705 cars were 
sold, against 17,442 in 1919, and 9,544 
in 1918. 

To provide future expansion, addi- 
tional property has been purchased and 
new construction undertaken. These 
included purchase of 8 acres in Detroit; 
purchase of control of the Detroit Auto 
Specialty Corp.; the construction of 
buildings giving 415,000 sq. ft. addi- 
tional manufacturing floor space. The 
number of cars shipped in the last fiscal 
year increased 8212% over the previous 
year. 

Hydraulic Steel. — Shares listed. 
Earnings. The N. Y. Stock Exchange 
has listed interchangeable certificates 
for $7,000,000 7% cumulative convert- 
ible pref. stock and 418,696 no par com- 
mon shares of the company. 

For the year ended June 30, 1920, the 
company reports net profits, after Fed- 
eral taxes, of $1,020,182, equivalent, 
after pref. dividends, to $2.23 a share on 
the 285,336 shares of no par common 
stock. 

International Agricultural—Earnings 
of $15.70 a share on the $13,055,500 pref. 
stock for the year ended June 30, 1920, 
after Federal taxes and all charges, or 
$2,049,888, are reported by the com- 
pany, against $1,537,858, or $11.78 per 
share in 1919. 

The 2 new fertilizer plants at Wo- 
burn, Mass., and Norfolk, Va., have 
been completed. A new mining plant 
in Giles County, Tenn., is under con- 
struction, to be completed Jan. 1, 1921, 
and to have a capacity of 7,500 tons per 
month. The entire output of this plant 
for 1921, 1922 and 1923, has been sold. 

Improvements at our Florida phos- 
phate rock properties will be fully 
completed by Oct., 1920, and will in- 
crease the company’s output by 600,000 
to 900,000 tons per annum. 

The demand for prosphate rock in 
both the foreign and domestic markets 
assures operation of the company’s 
rock plants to their full capacity. This 
demand seems likely to continue for 
several years. 

International Motor Truck—Over 
2,500 Mack trucks were produced by 
the company in the June quarter, com- 
pared with 1,870 in the March quarter, 
an increase to a 10,000 per annum rate. 
About 55% of the total units manu- 
factured are in the larger sizes. Dec. 


31, 1919, only 40% was in the larger. 


units. 

In the June quarter earnings were 
at the annual rate of $4,781,000, or 
12.6% on the common. For the half 
year earnings on the common totalled 
$5.65 a share. 

Island Creek Coal.—The company 
declared the usual quarterly dividend of 
$1 and an extra of $2 a share on the 
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Next to Wheat— 


Canada’s greatest manu- 
facturing export trade is 


in Pulp and Paper. 


Two-thirds of the news- 
print used in the United 
States is imported from 
Canada or made from 


Canadian pulpwood. 


We 


large 


vise 


ties. 


Write today for list of 


originally financed 
very many of Canada’s 
and paper 
corporations, so that we 
are in a position to ad- 
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vestment in their securi- 
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120 Broadway, New York 


Members 
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A very limited subscription is 
offered in the Class A stock of 


amost successful corporation 


—that is firmly established, Nationally known, and 
strongly financed. 


—that advertises its products with full pages in the 
Saturday Evening Post, the Ladies’ Home Journal and 
Literary Digest. 


—that enjoys the highest credit ratings in Dun’s and 
Bradstreet’s. 


—that manufactures a patented, non-competitive prod- 
uct already distributed throughout the world by more 
than 1,000 jobbing houses. 


—that shows an increase in net profits of 349% in 1919 
over those of 1918. 


This stock is offered at $15 and earnings of 60% should be shown in 1921, 
with increases each succeeding year. It carries a preferred dividend of $2 
per share, which is equivalent to 13 1/3% on the purchase price. Beyond this 
dividend it participates equally with the Class B shares. 


Illustrated booklet descriptive of this 
industry sent free upon request. 


O’DONNELL & COMPANY 


INVESTMENT SECURITIES 


136 Liberty St., New York Tel. Rector 498-9 














Invest in Marks and German Bonds, 


Anyene familiar with conditions In Germany and with the 
sturdy character, intelligence and love fer work ef the German 
people, knews that-Germany will be back en her feet le less than 
five years, If given only half a chance. The fermer Entente 
powers have eome to realize that, for thelr own sake, Germany 
must be afferded that chance. 

German Marks and German Bonds have almest deubled tn price 
since we first published eur recemmendation broadcast. Vhey are 
still obtainable fer about one-tenth their pre-war value, and, 
in our judgment, offer the greatest opportunity ef the age fer large 
— within a rather short period of time. circulars will 

mailed FREE ON REQUEST. 

We have the bes? connections In Germany — BEVUTSGHE BANK, 
BRESDNER BANK and BISCONTO GESELLSCHAFT. Our own repre- 
sentative is on the ground with headquarters in STOTT@ART. 

Thirty-five Years Experience in International 
Banking and Finance. 

Mal? Bank Draft, Certified Check er Money Order with order, 
and we will invest your Dollars in MARKS or BONDS at eur rate 
for Marks er eur prices fer Bonds prevailing en the day your order 


WOLLENBERGER 8 CO. 


U Investment Bankers U 





JOS .So.La Salle Street 
CHICAGO 


common stock, payable Oct. 1, to 
holders of record Sept. 24. 

Jones Tea—A 39% increase in July 
sales and a 30% increase in sales for 7 
mos. to Aug. 1, is reported by the com- 
pany, as follows: 

1920 1919 
TET os 6 0000s See $1,410,962 
7 months 11,796,699 9,099,315 


Loft, Inc.—Sales of $1,724,323 for 3 
mos., to June 30 last, are reported by 
the company, compared with $1,286 
764 for the same period in 1919. For 
the 6 months ended June 30, 1920, the 
company’s net profits, after charges 
but before Federal taxes, of $706,704 
equal to $1.08 a share on the 650,000 no 
par shares. 


Manhattan Electrical Supply.—Shares 
listed. Earnings. The N. Y. Stock Ex- 
change has listed temporarily inter- 
changeable certificates for 30,000 no par 
common shares of the company in ex- 
change for 30,000 shares outstanding 
common stock, par $100. 


Net earnings of the company for the 
6 mos. to June 30, 1920, after Federal 
taxes, were $239,470. Total surplus 
now stands at $1,657,084. 

Mullins Body.—Net earnings of $134,- 
300 before Federal taxes were reported 
by the company for August, against 
$134,958 in July. For 8 months ended 
Aug. 31, net earnings before Federal 
taxes were $881,300, compared with 
$452,726 for the 7 months ended Dec. 
31, 1919. 

National Aniline—To increase out- 
standing shares of no par from 395,990 
to 554,386, stockholders will meet Sept 
29. The additional 158,396 shares are 
to be distributed as a 40% stock divi- 
dend and the stock will go into the new 
chemical merger on a share for share 
basis. 

National Cloak & Suit.—Directors 
have passed the common dividend of 
14% due in October. 

The board believes that while current 
sales of the company are very satis- 
factory, it is prudent, on account of the 
present unsettled merchandise condi- 
tion, to conserve the cash of the com- 
pany, and to build up its working cap- 
ital. 

Orpheum Circuit. — Shares listed. 
Earnings. The N. Y. Stock Exchange 
has listed interchangeable certificates 
for $687,271 common stock and for 
$6,882,600 8% cumulative convertible 
pref. stock of the company. 

For the 6 months ended June 30, 1920, 
the company shows profit after charges 
and Federal taxes of $1,316,520, equal, 
after pref. dividends, to $1.89 a share 
(par $1), on the outstanding 549,170 
shares. 

The company has now 44 theatres 
and is shortly to build 5 new ones on 
sites already acquired. Assets of the 
company total $25,260,725, exclusive of 
good will. 

Otis Steel—Earnings in the 3rd 
quarter, ended Sept. 30, promise to be 
the largest of any quarter this year. 
The output of pig iron will establish a 
record for the year. 

Net earnings for the 9 months ending 
Sept. 30 indicate an annual rate of be- 
tween $6 and $7 a share on the 411,668 
no par common shares outstanding. 

The company is said to be in stronger 
financial condition now than at any 
time since its consolidation with the 
Cleveland Furnace Co., a year ago, and 
has net current assets of $10,000,000, 
and no funded debt. The addition to 
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the sheet mill at the Riverside Works, 
delayed by transportation difficulties, 
will be ready for operation early next 


year, 

“ Penn Seaboard Steel—A stock in- 
crease from 250,000 to 350,000 shares is 
pr posed by the company, increasing 
the stated capital from $1,250,000 to 

750; 

Pres. Warren said that the improve- 

nts at the New Castle plant have 

en completed. This has resulted in 
a saving of 30% in the cost of billets. 

e company is now a self-sustained 
plant. 

' The several units of the company 
were never in more effective working 
condition and all are in active operation. 

Present order will keep the plants 
operating until Jan. 1, 1921. 

Punta Alegre Sugar.—A dividend of 
$2 per share was declared by the com- 
pany on its common stock, payable 
Oct. 15 to holders of record Oct. 1. 
This is an increase from 1.25 quarterly, 
which the company has paid for the 
past year. 

Remington Typewriter. —Resumption 
of common dividends, it is understood, 
has been recommended by the finance 
committee of the company to the board 
of directors, at the rate of 6% a year. 
Current assets have increased to around 
$18,000,000, compared with $16,000,000 
on Dec. 31, 1919, while current lia- 
bilities are little greater than they were 
then, about $3,500,000. 

A new portable one-shift Remington 
model is merely a question of time. No 
other large expenditures are in sight at 
present. Demand for typewriters is 
not quite so strong now as last spring. 

Sears, Roebuck.—Price cuts of 10% 
to 20% on many lines of mesdhandibh 
are announced by the company. Cuts 
in men’s and women’s clothes also were 
announced. Standard dress goods, re- 
duced in price, will not go back to 
high levels, company officials said. Re- 
ductions of 25% in furniture were an- 
nounced. 

United Fruit.—Earnings are running 
so high as to indicate that some divi- 
sion with stockholders is ‘only a matter 
of time. The company should make 
large earnings from sugar this year. 
One of its two centrals in Cuba is still 
grinding; they are expected to make 
over 800, bags. 

The costs of production and refining 
combined should be about 9c. a Ib., in- 
dicating 9c. a lb. profit on 800,000 bags’ 
production. This would make sugar 
earnings of about $23,500,000. Total 
operating profits in the year ending 
Dec. 31, 1920, may be $40,000,000, or 
$80 a share before taxes. This is due 
to the large increase in sugar earnings. 
Earnings after taxes are estimated at 
$45 a share for the year to Dec. 31, 1920. 

U. S. Food Products.—The Peoria 
plant will resume operations in a week 
or two, an official of the company said. 
The plant was shut down a week ago 
because of an accumulation of finished 
products. 

Westinghouse.—A special meeting of 
stockholders is called for Nov. 19, to 
increase the indebtedness of the com- 
pany by $30,000,000 and the capital 
from $75,000,000 to $125,000,000, all of 


the increase to be common stock. 








PUBLIC UTILITIES 


American Tel & Tel—lInstallation of 
public phones in the stations of the 
Interborough Rapid Transit Co., and 
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the B. R. T. in New York, Brooklyn 
and Queens by the N. Y. Telephone Co. 
is announced. On the city-owned tran- 
sit lines 1,158 coin box booths will be 
installed and over 1,000 will be placed 
in the elevated stations. The work of 
installation will take 3 months. 

By the agreement the telephone com- 
pany will pay to the operating roads as 
rental 10% on the first 50c. received, 
5% additional on the next 25c., and 
20% on all receipts above $1.00 per diem. 

Boston Elevated.—A quarterly divi- 
dend of $1.37%4 was declared by the 
trustees on the common stock, payable 
Oct. 1 to stock of record Sept. 16. This 
is the first dividend at the 5%4% yearly 

rate as provided under public operation 

of the property. The road will pay 
51%4% for two years and then 6% for 
six years. 

Brooklyn Rapid Transit—The strike 
is over, practically, on the company’s 
lines, 8,505 men being now at work 
against 12,000 formerly, with more men 
being added each day, and most lines 
now approaching normal service. 

Eastern Mass. Street Railway.—The 
wage increase of $1,400,000 a year to 
employes by the Arbitration Commis- 
sion, further complicates the company’s 
already critical position. The increase 
is 21%4% and involves a retroactive pay- 
ment of $500,000. Trustees will imme- 
diately increase fares. 

Arbitrator Carlton pointed out that 
the wage increase about equals the 
interest on the entire funded debt. 

Employes of the Chelsea division of 
the company, believing they can oper- 
ate the division at a profit, will ask the 
trustees of the company and Governor 
Coolidge for permission to take over 
and manage the line, assuming what- 
ever losses accrue. 

United Gas Improvement. — Pres. 
Bodine has asked Mayor Moore 'that an 
expert commission be appointed to in- 
vestigate Philadelphia’s gas supply, and 
make recommendations for permanent 
readjustments in rates and quality 
standards. 

Mr. Bodine points out that the city would 
receive a profit of $5,274,766 this year 
under its contract, and that while the 
city received $4,414,700 in 1919, the 
company stood a loss of $732,271. Mr. 
Bodine estimates that the company will 
lose $2,654,089 on the operation of the 
gas works this year. 








MINING NOTES 








Anaconda.—Recovery of lead at its 
Montana smelting plants is being at- 
tempted by the company. 


Butte & Superior—An ambitious 
program of development has been 
mapped out by the company, which it 
is expected to get under way in about 
75 days. August production of 7,800,000 
Ibs. zinc, against 7,914,024 Ibs. in July, 
with a recovery of 941%4% against 97% 
in July, and 140,000 ozs. silver against 
159,778 ozs. in July, was reported. 

Calumet & Arizona.—In good posi- 
tion. Although operations have been 
curtailed, due to the stagnant copper 
market, the company made a splendid 
showing in the first 7 months of this 
year. 

On Aug. 1, 1920, the company had 
cash and copper of $6,250,000 and after 
payment of the two $1 quarterly divi- 
dends on its 643,000 shares, it showed 
an increase in earned surplus for the 
period, after deductions for depletion, 
depreciation and taxes. 
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Century 
Oil Co. 


(MARYLAND) 


On the Gulf Coast at La 
Porte, Texas, the Century 
Oil Company controls and 
operates a Petroleum unit 
complete in every essential, 
including a Lubricating Oil 
Refinery with facilities for 
both Rail and Water trans- 
portation, with an_ estab- 
lished market for its prod- 
ucts and with an ample 
supply of crude from the 
Company’s own holdings in 
the Goose Creek Field 
nearby. 
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Canada Copper.—The railroad to the 
mine of the corporation has been com- 
pleted and trains are now operating. 
The heavy crushing machinery was de- 
livered on Sept 10 over the railroad to 
the mine. The power line has also been 
finished and power will be delivered 
soon. About 700,000 shares of stock 
out of 1,088,209 shares outstanding, 
under the plan and agreement of read- 
justment have now been deposited. 

Cerro de Pasco. August production 
of 4,444,000 Ibs. copper was reported by 
the company, which compares with 3,- 
622,000 Ibs. in July, and 5,726,000 in 
Aug., 1919. 

Magma Copper.—The company has 
increased its large holdings in the 
Pioneer district, Arizona, by purchasing 
a group of claims on the East, and an- 
other group on the West. 

Mohawk Mining.—A quarterly divi- 
dend of $1 a share was declared by the 
company, payable Nov. 1 to stock of 
record Oct. 9. In the previous quarter 
$1.50 was declared. 

Tennesse Copper & Chemical.—Over 
300,000 tons of sulphuric acid will be 
produced by the company in 1920, pro- 
vided no interruptions occur in the next 
3 months. Labor shortage cut down 
the company’s activities recently, but 
operations have since been speeded up. 
In December the 10-year contract 
with the International Agricultural 
Corp., expires, but this will be at once 
succeeded by a new three-year agree- 
ment covering a portion of the tonnage. 

The new contract will provide for a 
scale profitable to both parties. 

Tonopah Mining.—Dividends were 
resumed by the declaration by the com- 
pany of a 5% dividend, payable Oct. 21 
to holders of record Sept. 30. The last 
payment on this issue was a semi- 
annual disbursement of 15% on Oct. 
21, 1919. 








OIL NOTES 








Carib.—Shipping facilities poor. Pipe 
line proposed. Chairman MacFadden, 
of the board, reviewing developments 
of the company on its South American 
properties, said that great difficulty 
continues to be encountered in trans- 
porting the oil to the sea coast. 

It is estimated a pipe line from the 
Barco Concession to the Venezuelan 
ports will cost- $12,000,000, and will 
take a year to construct. But it is be- 
lieved such a facility would pay for it- 
self in 10 months after beginning opera- 
tions. 

International Petroleum.—A contract 
with the Imperial Oil Co. of Canada 
has been made by the company for in- 
ternational’s entire output of its Pe- 
ruvian wells for the next 3 years. The 
price of the oil is 3 times that in the 
contract made 3 years ago. 

Island—August Mexican shipments 
by the corporation amounted to 1,500,- 
585 bbls. - Shipments in July were 1,- 
as bbls., and in June 1,010,098 
bbls. 

Mexican Eagle.—Lightning struck 
the company’s tank farm. Five tanks, 
all full of oil, as well as a 2,000,000-bar- 
rel asphalt reservoir, were destroyed. 

Middle States.—Settled production of 
7,000 bbls. of oil daily is reported by 
corporation from all of its wells. 

Midwest Refining.—The new refinery 
at Laramie, Wyom., has sent out its 
first shipment of gasoline, filling 12 
tank cars. The plant is running to ca- 
pacity, 5,000 barrels daily. Excess 


THE MAGAZINE OF WALL STREET 











| 


WE SPECIALIZE IN 


Detroit Motor 
Stocks 
Gladys Belle Oil 
Invader Oil of 
Oklahoma 
Noble Oil & Gas 


W. A. HAMLIN & CO. 


MEMBERS 
DETROIT STOCK EXCHANGE 


Penobscot Bldg. 


Detroit | 


























We invite 
your inquiry on 
Listed 
and 


Unlisted Securities 








H.G.EINSTEIN 


ConmrPran Tyr 
2 agai STREET, NEW YORK 


Telephone: Broad 4515 

















a a A all oe Dekdl Mee 


~~ 























GASOLINE 
NAPHTHA 
FUEL @IL 
LUBRICANTS 


Harvey Crude Oil Company 


Producers, Transporters and Refimers of 


PETROLEUM PRODUCTS 


GREASES 
Our Own Production 


REFINERIES 


GENERAL OFFICES: WALDHEIM BUILDING 


KANSAS CITY, MISSOURI 
OPERATING OFFICE: RICHARDS BUILDING, TULSA, OKLAHOMA 


KEROSENE 
DISTILLATES 
ROAD OIL 


AUGUSTA, KANSAS 
ALLEN, OKLAHOMA 


LUBRICATING PLANT: TULSA, OKLAHOMA 














crude is being stored and the installa- 
tion of 6 additional stills will begin 
shortly. 

Pennok.—A well of 1,700 bbls. daily 
flow has been brought in by the com- 
pany at Breckenridge, Texas. Net 
earnings of the company in July were 
$99,010, against $353,028 in the 6 mos. 
to June 30 last. 

Pennsylvania-Kentucky Oil & Gaso- 
line Refining.—Indicted for fraud. The 
Federal Grand Jury has indicted the 
officers and directors of the company, 
charging conspiracy to defraud invest- 
ors by sales of oil stocks through U. S. 
mails. 

The indictment charges, that in fur- 
therance of a conspiracy the defendants 
made fraudulent representations and 
induced a number to purchase the stock 
of the company on the representation 
that its wells in West Virginia and Ken- 
tucky were producing 1,000 barrels a 
day, and that annual dividends of 16% 
would be paid, and that the company 
had a surplus of $275,000 in its treasury. 

Prairie Oil & Gas.—An extra of $5 a 
share was declared by the company, in 
addition to the regular $3 quarterly 
dividend. 

Royal Dutch.—To escape British in- 
come taxes, it is reported, the Royal 
Dutch Shell combine is considering the 
transfer of the Shell Company to The 
Hague, Holland. 

The Corona Oil Co., the company’s 
Mexican subsidiary, has given a con- 
tract for construction of 65 steel stor- 
age tanks of all sizes on its property at 
Buena Vista. Work will start imme- 
diately. : 

Simms Petroleum.—+4,000 bbls. daily 
production from the Homer pool is 
reported by the company, who have 
increased output there by completion 
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of a well on the McClung lease in the 
eastern part of the pool, with an initial 
flow of 700 barrels. 

Sinclair—An increase of 62% is 
shown in the corporation’s casinghead 
gasoline production during August over 
Aug., 1919, total for the month being 
1,344,244 gals., compared with 826,195 
gals. daily during Aug., 1919. 

The I. C. C. has granted the com- 
pany’s subsidiary, Sinclair Cudahy 
Pipe Line, an increase in rates from the 
Mid-Continent field to Kansas City & 
Chicago. The original tariff of 42c. to 
Chicago is increased to 74c., and the 
old rate of 28c. to Kansas City ad- 
vanced to 46c. This is the first increase 
in pipe line rates from the Mid-Conti- 
nent field eastward since pipe lines 
were first laid, and is due to increased 
cost of construction, maintenance and 
operation. Sinclair delivers about 42,- 
000 bbls. of oil daily from the Mid- 
Continent field. . 

The company’s subsidiary, Mexican 
Seaboard Oil Co., has brought in a 40,- 
000 bbl. well, the No. 4, at Amatlan. 
The No. 3 well, brought in at 60,000 
bbls., is now flowing 20,000 bbls. daily. 

Superior Oil—Shares listed. Earn- 
ings. The N. Y. Stock Exchange has 
listed interchangeable certificates for 
426,708 shares of no par stock of the 
company, whose income account for 6 
mos. to June 30, 1920, shows: 

Gross income ..... ........ $829,730 
ee ery errr 


$661,492 


Net earnings 
221,364 


Taxes, depreciation, etc....... 


. $440,128 
171,533 


$268,595 


Balance .. ex peee@ shale 
SE ee ee 


SD oun 04,0: 58 dns 0943009 


July net earnings, after interest and 
taxes, are just reported at $394,609, 
almost as great as in the previous 6 
months. 

Tide Water Oil.—Expansion. The 
company’s Mid-Continent subsidiary, 
the Tidal Oil Co., plans to increase its 
authorized capital from $1,000,000 to 
$15,000,000. The increase is in line with 
the concern’s expanding business, and 
follows the acquisition of several gaso- 
line plants and producing properties in 
Oklahoma. 

Union of Del.—7,000 bbls. oil daily is 
being produced by the company, ex- 
clusive of its equity in Union Oil of 
Cal., production. An initial dividend on 
the common stock is expected in the 
near future. 








p UNLISTED NOTES 








Butterworth-Judson.—A fire, destroy- 

ing 4 buildings of the company’s works 
at Newark, caused damage of $200,000. 

Canadian Woolens.—An initial 144% 
dividend was declared by the company, 
a merger of several small concerns 
formed in 1919, putting the issue on a 
5% annual basis. The first annual re- 
port showed 17% earned. 

Cast Steel Ship.—Retirement of pres- 
ent common stock at par, $100, and sub- 
stitution therefor of no par common, 
was voted at a special meeting of the 
corporation; 5 new shares of no par 
will be issued for every share of old 
common stock. Pres. Hill announced 
that the company owns the patents on 
a system which is expected to revolu- 
tionize shipbuilding. 

Central —, of $282,623 
by the corporation for the year ended 
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June 30, 1920, are reported after taxes 
and interest, equal, after pref. dividends 


7 to $1.65 a share on the outstanding 
PAN -AMERICAN 44,000 no par common shares. U § Steel Common 
PETROLEUM & Stockholders have authorized an is- « e 
sue of $4,000,000 of 10 yr. 8% notes, — — 
TRANSPORT co convertible into common stock at 40 
. until 1925. I have prepared a little chart covering 

Cities Service.—August oil operations the fluctuations in this stock from Oc- 
of the company were satisfactory; tober 15, 1917, to September 13, 1918. 
Common Stock several new wells were completed in Puts and Calls closed out for my clients 
the Kansas-Oklahoma fields and 16 during 1918 returned them from $721 to 
. wells are now in the sand. In the Em- $4,7°0 Net Profit over their cost price. 
Circular on request. pire pool, Duncan district, Okla. 2 Sindlar opportunities, if not better, ex- 
large gas wells were completed. pected in the coming year. 

Cudahy Packing.—Omission of the Puts and Calls enable you on a small 
1%4% common dividend, due Oct. 5, was cash outlay to take advantage of the 
announced by directors of the com- fuctuations either way with your cost 
pany. Pres. Cudahy said: and risk at all times limited to the 

“While the packing industry was one dollar while profits are unlimited or all 


BETHLEHEM of the first to suffer, owing to deflation that a rise or a decline in a stock 


STEEL — going on, I gene our = mp permits. 

as now returned more nearly to 

CORPORATION normal conditions, and that prospects OUT of TOWN CUSTOMERS 
for the coming year are very bright.” —-_ 

The — aap of the a My out of town customers who are not 
”” pany on the common shares is: Nov., tm touch with the market are able te 
Common “B’’ Stock 1916, 134% cash and 50% in_ stock; take advantage of the fluctuations with 
March, 1917, to July 5, 1920, 134% quar- Puts and Calls just as though they were 
terly, also from accumulated surplus in my office. So can you. My private 
Circular on request. common holders of record Dec. 15, telegraph code enables you to do this. 
1918, received a stock dividend of 25%. Write for Booklet M-W, it explains how 

Ford Motor.—Reduction of prices on they operate. Price list and a copy of 
all his models by an average of $142 the above chart will be included. 
per car is announced by Henry Ford, 
CHANDLER BROS. & C0. bringing them nearly to their pre-war WM. H. HERBST 
Members New York Stock Exchange Piled BP a Bag Mer pd g oA — Dealer in Puts and Calls 
34 PINE STREET - - - NEW YORK materials, which are stored in many Endorsed by Members of the N. Y. 
parts of the country, is impeding pro- Stock Exchange 
Direct. Wires to Our Offices in duction and cutting of prices is the —_ 20 Broad Street, New York City 
Philadelphie Detreit way to force these materials on the Sia: Sates ieee ale 

- Chleage market and restore pre-war conditions. nom _ b. since 1898 

Godschaux Sugar.—Net earnings of 
$1,735,088 for the year ended June 30, 
1920, are reported by the company, 
after all taxes and pref. dividends, 
equal to $24.78 a share on the common 
stock. In the report, Pres. Godschaux 
Send for Circular said the company enters its second year Pi J i Ss & CALLS 
of operation with very favorable pros- 
pects. The labor situation shows im- 
provement, while crops in or If stock market traders 
are better than last year, and the com- 

B k pany has already made a satisfactory understood the advantage de- 
ur contract for the first 4 months of 1921. rived from the use of PUTS & 

Great Atlantic & Pacific—6 months CALLS, they would familiarize 
sales of the company, to Aug. 28, 1920, 


P etroleum totaled .$129,480,293,. compared with themselves with their operation. 


$89,275,779 for the same period of 1919, 
* an increase of $40,204,514. 
Corporation Mexican Securities. — Provisional PUTS & CALLS place a 
President Huerta is said to be scrupu- buyer of them in position to 
ously observing the declared policy 
of his former chief and future presi- take advantage of unforeseen 
dent, General Obregon, of “establish- happenings. 
° ° ng an era of friendship with the people 
A producing Oil of the United States and of strengthen- The risk is limited to th 
ee ing commercial relations with them.” e is limited to the cost 
ompany This should make for a new era in of the Put or Call. 
Mexican securities, and the sorely tried 


patience of holders of these issues, now 
at depreciated levels, should begin from Explanatory booklet 14 sent upon 


‘ ° ”: now on to be rewarded. : 
‘The Oil Industry, issued Intercontinental Rubber.—Reopening Tagnee,  Conrenpontones Limes. 
monthly, devoted to impartial of the Torreon, oe — ca! the 
3 : company is announced after a long 
oil news, will be sent upon re- shutdown. The plant is working at GEO. W. BUTLER 
ith h full capacity. g 
quest without charge. St. George Pulp & Paper.—Sale of Specialist in 
the plant of the company at St. George, 
N. H.. to the New York World for Puts and Calls 
over $1,000,000 is announced. The pur- 
one a 105,000 mere of wood- Guaranteed by Members of 
and an ull water rights 

Witsley (Win)-fe watety Gnaer New York Stock Exchange 


needs of the Wrigley factories, Pres. 
Wm. Wrigley, Jr., is reported to have 20 BROAD ST. NEW YORK 


entered the beet sugar industry and : 
acquired control of the Gunnison Val- Phones: Rector 9076-9079 
ley Sugar Co., of Utah, for $400,000. 
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Send all requests to Advertising Dept. 


MAGAZINE OF WALL STREET, 42 Broadway, N 


“THE INVESTMENT DIGEST” 


A booklet regarding the gen- 
eral advantages in the present 
situation, together with specific 
investment suggestions. (62) 


THE BACHE REVIEW 


A summary ef the general 
financial and business situation, 
issued weekly by a large New 
Yerk Stock Exchange heuse. (5) 


“SAFEGUARDING YOUR INVEST- 
MENTS” 


A booklet originally written 
for the instruction and guidance 
of salesmen belonging to a large 
investment house. It will prove 
interesting to discerning pur- 
chasers of sound investments. 


(38) 
“AN INVESTOR’S CATECHISM” 


A little book answering some 
all-important questions for the 
investor. 


“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 


A handsome booklet discuss- 
ing this form of investment— 
from the farmer to the house of 
issue. (24) 


“STANDARD OIL ISSUES” 


A complete list and descrip- 
tion of Standard Oil stocks, in- 
cluding a weekly summary. (72) 


GERMAN MORTGAGE BONDS 


An interesting booklet de- 
scribing this form of invest- 
ment, and its many advantages 
over other foreign bonds. (44) 


THE PREFERRED STOCK 


A handsome book discussing, 
in an elementary way, the pre- 
ferred stock. (74) 


“THE MAN WHO NEVER TOOK A 
CHANCE” 


The story of two men who 
started out to attain financial in- 
dependence. One took the road 
of high yield and doubtful se- 
curity, the other—the road of 
conservative yield and abso- 
lutely safe security.. The result 
775) prove interesting reading. 


“A SEMI-MONTHLY INVESTMENT 
REVIEW” 


“The briefest review of its 
scope” aptly describes this very 
interesting review edited by a 
very able statistician. (78) 


for OCTOBER 2, 1920 





ew York City 


“ESSAY ON EXECUTIVE EFFI- 
CIENCY” 


An interesting analysis of 
business organization, routine 
and executive duties, discussing 
a means of increasing efficiency. 
This will prove interesting read- 
ing to any executive. (110) ’ 


“THE ELEMENTARY PRINCIPLES 
OF SAFE INVESTMENT” 


A 16-page booklet containing 
valuable information to invest- 
ors, written in a style that the 
layman can readily understand. 
(111) 


TITLE INSURANCE PROTECTION 
TO REAL ESTATE OWNERS AND 
INVESTORS 


A booklet offering some sound 
arguments for this type of insur- 
ance. (66 


A COMPARISON OF THE PRES- 
ENT CONDITION OF THE INVEST- 
MENT MARKET AND CONDITIONS 
FOLLOWING THE CIVIL WAR. 


A comprehensive circular by 
a well-known investment house 
on the present market situation. 

(113) 


“A WEEKLY MARKET LETTER” 


This market letter is written 
by a prominent stock exchange 
house and in our opinion is one 
of the best of such letters is- 
sued. (96) 


TRADING METHODS 


A comprehensive little book, pub- 
lished with the endeavor to make 
clear points which have been often 
misunderstood by the experienced 
trader as well as the uninitiated. 
(15) 


OPPORTUNITIES IN LIBERTY 
BONDS AND VICTORY NOTES 


One of the most comprehensive 
and easily read circulars that has 
ever been issued on Liberty Bonds. 
(86) 


SPECIALTIES IN CITIES SERVICE 


Stocks, latest statistics and 
earnings, will be sent on re- 
quest. (53) 


YOU AND 999 OTHERS 


A beautiful booklet describing 
a growing and nationally used 
product whose net profits show 
an increase of 300% over the 
previous year. (112) 
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Five 


Successful Methods 


of operating in the 


Stock Market 


Methods of successful operators 
explained with suggestions for 
their use by large and small op- 
erators. Six meaty chapters, 32 
ges, illustrated by graphs. 
ritten by Mr. T. L. Sexsmith. 


Copy sent on request 
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“AND COMPANY 


Tel. Rector 3894-5-6-7 
107 Liberty Street New York 
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Recent circular en 
Columbia Moters 
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tive to picture quotas and results in large 
or smal] businesses. 

SEND NOW FOR FREE BOOKLET 
illustrating in color various types of 
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Educational Exhibition Co. 


special I 
125 Custom House St, Providence, R. 1. on Starting and Keeping Graphic Ree- 


. Catalog alone sent free. Please say which. 
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Specialists in periodic audits for 

broker’s accounts. 

H. ROSENBLUM & CO. 
Certified Public Accountants 

141 Broadway, New York City 

















JACOB BACKER 
Financial Broker 


Established 1916 
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DIVIDENDS 


American Telephone 
and Telegraph Company 


A dividend of Two Dollars per share 
will be paid on Friday, October 15, 
1920, to stockholders of record at the 
close of business on Monday, September 


20, 1920. 
G. D. MILNE, Treasurer. 


PACIFIC GAS AND ELECTRIC Co. 
COMMMON STOCK DIVIDEND NO. 19. 
The regular quarterly dividend of $1.25 per 

share upon the Common Capital Stock of this 
Company will be paid on October 15, 1920, to 
shareholders of record at close of business Sep- 
tember 30, 1920. The transfer books will not be 
closed and checks will be mailed from the office 
of the Company in time to reach stockholders on 
the date they are payable 
A. F. HOCKENBEAMER, 
Vice-President and Treasurer. 
San Francisco, California. 














HARRY J. WOLF 


Mining Engineer 


Mine Examinations and Reperts 
ine Management 


42 BROADWAY NEW YORK 
Telephone Bread 4427 











Address 238 William St., 


NEW YORK AMERICAN 
Investors Service 
has furnished unbiased investment 


information te thousands of inves- 
tors over a period of many years. 
New York City. 











and oil stocks. 








Our Weekly Letter 


Natural Resources 


contains a wealth of profitable in- 
formation on producing mining 


As we believe that coppers 
and oils are due for in- 
creased prosperity, we 
would suggest sending for 
a free copy. 


Ask for Letter No. 12 


David Maltman | 








Member N. Y. Curb Market Ass’n 
20 Broad St. New York 
Telephone Rector 4778 





THE BANK OF UNITED 
STATES 


New York, September 23, 1920. 
The Board of Directors has declared the regular 
quarterly dividend of two and one-half per cent. 
on the capital stock of this bank ($1,500,000.00), 
payable October 1, 1920, to the stockholders of 
record at the close of business September 29, 
1920. 
The transfer books will not close. 
JOSEPH 8S. MARCUS, President. 
LOUIS K. HYDE, Cashier 


GREENE CANANEA COPPER CO. 
42 Broadway, New York, N. Y. 

The Board of Directors of the Greene Cananea 
Copper Company has declared a dividend of 50 
cents per share upon its Capital Stock of the par 
value of $100.00 per share, payable on November 
22, 1920, to the holders of such shares of record 
at the close of business at 3:00 o’clock p. m. 
Friday, November 5, 1920. The dividend is pay- 
able only upon the $100.00 shares into which the 
Capital Stock is divided. All stockholders who 

ve not converted their holdings into shares of 
$100.00 par value should do so without delay in 
order that they may receive their dividend 
promptly. 

The transfer books will not be closed 

J. W. ALLEN, Treasurer. 
New York, September 23, 1920. 


INSPIRATION CONSOLIDATED COPPER CO. 
The Directors have this day declared a dividend 
of $1.00 per share, payable Monday, October 25, 
1920, to stockholders of record at 3:00 o’clock 
p. m., Friday, October 8, 1920. 
J. W. ALLEN, Treasurer. 
New York, September 23, 1920. 














RARKAEEKKKKEKKEKKKKKKKKKKKEK 


Hmerican Banker 
SEE. NEw OEE SS 
OLDEST AND MOST WIDELY CIRCBLATED 


Banking Journal in America 


FRREEEEEEEEEREEEEBEEEEE 


i 


thkkkkhknkik 
FERRER E EE 


FANTU! 525 S. ; 
WE Buy ANY THING 





Mexican Securities 


We invite special attention to the 


Mexican Govt. 5% and 


4% External Loans 
and the Bonds of the 


National Railways of 
Mexico 


to which are attached coupons for six 
years of interest due. As these obliga- 
tions must necessarily be among the 
first to be recognized by the incoming 
administration and the arrears of inter- 
est alone exceeds the present market 
price of the bonds with coupons, we cor- 
dially recommend their early purchase. 


ALFRED R. RISSE 
Specialist in Mexican Gov't Bonds 
50 Broadway New York 


Tel. Broad 5204-5-6-7. 
Send for Descriptive Booklet. 











DO YOU KNOW — 
How to Select a 
Railroad Stock? 


We have prepared a small 
booklet that will be of great 
value to investors planning 
to put their funds in Railroad 
Stocks. It gives eight tests 
or rules to follow. These 
rules were prepared by our 
experts and should be applied 
to every railroad investment 
before purchasing same. 


The booklet also contains 
chapters on How to Select a 
Bond, a Preferred Stock, a 
Public Utility Bond, an In- 
dustrial Stock, an Oil Stock 
and a Mining Stock. 


Price 25c. 
Send for your copy today. 


The MAGAZINE 
OF WALL STREET 


42 Broadway, New. York 
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